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^  LETTER  OF  TRANSMITTAL 

r  ^  Honorable,  the  Mayor,  the  City  Controller  and  the  President  and 
»S  Members  of  Council.  City  of  Pittsburgh. 

Sirs: 

Pursuant  to  Resolution  No.  29  of  Council,  File  No.  71,  approved 
February  16,  1916,  whidl  provided  as  follows: 

Resou'Ed,  That  the  Mayor,  in  conjunction  with  the  City  Con- 
troller and  the  President  of  Council,  be  requested  to  appoint  a  com- 
mittee of  fifteen  citizens  to  be  known  as  "The  Committee  on  Taxa- 
tion Study." 

The  functions  of  said  committee  shall  be  to  study  the  tax  laws 
of  the  State  as  they  affect  the  City,  whether  administered  by  the 
State,  County,  City  or  School  District,  with  special  reference  to  the 
kind  of  property  taxable,  the  methods  of  determining  valuations,  and 
the  division  of  tax  funds  by  the  StAte  between  the  political  divisions 
thereof,  and  to  make  such  recommendations  looking  to  a  change  of 
existing  laws  and  methods  as  in  its  judgikient  will  result  in  a  more 
equitable  distribution  of  the  burdens  of  taxation  between  the  various 
political  divisions  of  the  Stale  and  between  the  property  owners 
titereof . 

The  committee  shall  submit  reports  to  the  Mayor  and  Council 
from  time  to  time  at  its  pleasure  and  shall  submit  a  final  report  of 
its  conclusions  not  later  than  November  15,  1916. 

The  members  of  the  committee  shall  serve  without  remunera- 
tion, but  shall  be  reimbursed  for  any  expenses  incurred  as  a  result 
of  the  committee's  investigations. 
Your  Committee  begs  to  submit  the  following  Report: 

Upon  call  of  the  Mayor,  the  Committee  met  on  February  29,  and, 
after  brief  addresses  by  Mayor  Armstrong  and  Dr.  Kerr,  President  of 
0)uncil,  organized  electing  Mr.  William  Price,  Chairman.  A  Committee 
•on  Plan  and  Scope  was  appointed  consisting  of  Mr.  J.  T  Holdsworth, 
Chairman,  and  Messrs.  Herbert  L.  May,  Henry  P.  Haas,  H.  A.  Phillips 
aand  W  H.  Walker.  At  a  later  meeting  Mr.  Holdsworth  was  elected 
Vice  Chairman,  and  Mr.  D.  W.  Alexander  was  appointed  Secretary  of 
tile  Committee. 

The  following  sub-committees  were  appointed,  in  addition  to  the 
Committee  on  Pkn  and  Scope: 

finance  Committee:  Eugene  S.  Reilly,  Chairman;  H.  P.  Haas,  W.  H. 
Walker. 

PUmning  Committee :  J.  T.  Holdsworth,  Chairman ;  Herbert  ]^  May,  W. 
D.  George,  A.  H.  Willett,  John  Walker. 

Committee  on  Public  Hearings:  Eugene  S.  Reilly,  Chainnan;  Marimi 
G.  Bryce,  John  Dimling,  Henry  P.  Haas,  H.  A.  Phillips. 

Committee  on  Administration:  W.  H.  Walker,  Chairman;  Marion  G. 
Bryce,  William  J.  Kelly,  Julian  Kennedy,  George  Seebick. 

Committee  to  Formulate  Report:  J.  T.  Holdsworth,  Chairman;  Marion 
G.  Bryce,  Herbert  L.  May,  W.  D.  George.  W.  H.  Walker,  A.  H. 
Willett 
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Mr.  Wilson  A.  Shaw  and  Mr.  S.  P.  Trimble,  who  found  it  impossible 
to  give  the  necessary  time  to  the  work  of  the  Committee,  resigned,  and 
Mr.  Jidian  Kennedy  and  Mr.  Marion  G.  Bryce  were  appointed  to  fill 
the  yacandes. 

Stated  meetings  of  the  full  Committee  were  held  each  week  from 
March  4  to  July  11,  with  several  extra  meetings  at  the  call  of  the  Oiair- 
man.  The  several  sub-committees  met  more  frequently,  sometimes  two 
or  three  times  per  week,  and  some  members  of  the  Committee  to  Form- 
ulate the  Report  continued  theb  work  throue^iout  the  summer  and 
autumn. 

Public  hearings  were  held  in  Council  Chamber,  City  Hall,  on  June 
20,  21,  22,  to  which  all  the  leading  business  and  dvic  organkations 
known  to  the  Committee  as  interested  or  likely  to  be  interested  in  taac- 
ation  matters  were  invited  by  letter  to  send  representatives.  Announce- 
ment was  made  in  the  daily  newspapers  of  tiiese  public  hearings  and 
aU  interested  were  invited  to  attend  and  to  express  their  views.  About 
twenty  persons  asked  for  and  received  a  hearing,  some  as  representatives 
of  organizations  or  associations,  others  in  their  capacity  as  taxpayers 
or  citizens.  Though  the  newspapers  gave  the  widest  publicity  to  these 
meetings,  the  number  of  citizens  sufficiently  interested  in  questions  of 
taxation  to  appear  and  testify  was  disappointingly  small. 

A  considerable  number  of  city,  county  and  state  officials  appeared 
npon  invitation  before  the  Committee  and  many  valuable  suggestions 
were  received.  Among  those  who  thus  appeared  may  be  mentioned: 
Major  A.  W.  Powell,  Auditor  General  of  the  Commonwealth;  Mayor 
Joseph  G.  Armstrong;  City  Controller  E.  S.  Morrow;  Chief  City  Asses- 
sor Thomas  J.  Hawkins;  H.  S.  Breitenstein,  of  the  Controller's  office; 
M  E.  Moffett,  of  the  City  Bureau  of  Costs;  County  Omimissioners 
Frank  J.  Harris,  Addison  C.  Gumbert,  (Albert  F.  Meyer,  and  members 
of  thdr  staflF,  former  Mayor  William  A.  Magee,  and  Mr.  C.  Elmer  Bown. 
To  these  and  to  many  other  citizens  of  Pittsburgh,  as  well  as  officials 
of  other  cities  who  have  helped  the  Committee  by  advice  and  sufl^es* 
tiosis,  grateful  a^pred^ioii  is  horewith  extended. 

It  is  a  matter  of  deep  satisfaction  to  your  Committee  that  while 
varying  views  and  opinions  by  individual  members  on  various  details 
naturally  developed  in  tiie  course  of  our  discussions  and  deliberations 
this  Report  is  submitted  witii  Ikt  approval  of  tiic  membm  whwt  names 
zre  subjohmL 

WlI^LIAM  PrICB, 

;  Chairman; 

J.  T.  HcanswcocTH, 
Vi€0  CkaSrmm; 

Marion  G.  BrycE, 
John  Dimung, 
W.  D.  George, 
WnAIAM  J.  KmxY, 
JliUAN  Kennedy^ 
'  Herbert  L.  May, 
H-  A.  PhiIvUps, 
'  Eugene  S.  Reiiay, 

George  Seebick,  . 
John  Walker, 
W.  H.  Walker, 
A.  H.  Wh^lETT. 

November  13,  1916. 
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FOREWORD 


Alike  in  state  and  in  local  fiscal  affairs  there  is  increasing  difficulty 
in  making  income  meet  expenditures,  and  efforts  are  constantly  being 
made  to  find  new  sources  of  revenue  to  meet  the 'Steadily  expanding 
needs  of  government.  That  there  shall  be  such  continuous  expansion 
in  every  progressive  community  is  inevitable;  that  the  people  TOVerned, 
the  people  who  are  constantly  requiring  of  flieur  government  additional 
services  and  advantages,  must  be  prepared  to  meet  the  expense  involved, 
is  equally  inevitable.  The  expense  of  government  must  be  met  by  tax- 
ation. The  attempt  to  demise  a  system  of  taxation  which  will  be  at 
once  just,  equitable,  impartial  and  elastic  is  commanding  the  best  thougHt 
of  tax  officials,  economists  and  legislators  everywhere. 

Under  the  tax  system  which  for  years  has  prevailed  in  Pennsylvania 
there  has  been  a  fairly  sharp  line  drawn  between  the  sources  of  revenue 
for  state  purposes  on  the  one  hand  and  for  local  purposes  on  the  other. 
Long  ago  the  State  abandoned  the  principle  of  taxing  real  estate,  ieavmg 
to  the  local  governments  this  source  of  revenue,  and  relying  nwmly  upon 
corporation  taxes,  the  inheritance  tax,  and  Uceose  fees  of  various  kmds. 

Inasmuch  as  more  than  two-thirds  of  the  total  amount^'of  taxes 
levied  in  Pittsburgh  for  city  purposes  atone  is  collected  from  real  estetc 
owners,  it  is  but  natural  that  they  should  be  the  chief  objectors  to  the 
payment  of  taxes.  They  compkin  that  practically  the  entire  burden  of 
operating  the  city,  county  and  school  system  has  been  loaded  upon  their 
shoulders  and  that  this  burden  has  become  so  heavy  that  they  are  scarcely 
able  to  carrv  it.  Constantly  the  question  is  raised :  Why  not  tax  the 
owners  of  other  forms  of  property  as  well  as  real  estate,  and  make  them 
contribute  their  share  to  the  support  of  a  government  which  tuncboM 
for  the  benefit  of  all  the  people?  Why  should  not  the  owners  of  stodo 
and  bonds,  bank  deposits,  stocks  of  merchandise,  the  raw  materials  ana 
finished  products  owned  by  manufartnrm,  money  and  credits  earned  as 
bills  receivable  or  accounts  receivable,  household  furnjture^  \!li7' 
various  other  evidences  of  wealth  or  tax-paying  abOity.  be  levied  upon 
for  local  taxation  purposes  as  well  as  real  estate? 

An  adequate  answer  to  these  questions  requires  some  analysis,  in 
the  first  place  it  must  be  remembered  that  under  the  system  of  separating 
the  sources  of  state  and  local  revenues,  which  has  long  obtained  m 
Pennsylvania,  and  which  has  been  envied  and  in  some  cases  copied  m  part 
by  other  states,  many  of  these  sources  of  rev^e  are  now  bf««  "^T?* 
by  one  or  other  of  our  taxing  authorilfes.  This  U  ^^^J^^^^ 
the  discussion  of  the  taxation  systems  of  the  various  govemments,  state 
and  local,  in  subsequent  parts  of  this  Report.  ,       ,      .  .v,» 

As  shown  elsewhere,  we  in  Pennsylvania  have  been  free  from  the 
eross  inequalities  and  iniquities  of  the  general  property  tax  and  from 
iany  of  the  petty,  annoying,  and  unfair  exactions  inevitable  m  the  taxa- 
tion of  personal  property  of  the  kinds  and  character  suggested  m  the 
foregoing  questions.  Economists  and  administrators  of  tax  laws  ^ 
practically  unanimous  in  agreeing  that  the  attempt  to  assess  and  collect 
a  tax  upon  personal  property  has  broken  down  completely.  No  assessor, 
however  competent  or  honest  in  purpose,  can  accurately  assess  the  value 
of  stocks  of  merchandbe  or  book  accounts  by  any  system  Open  or  Ukely 
to  be  open  to  him,  nor  can  he  find  and  evaluate  securities  in  the  lock 
boxes  of  their  owners.  Even  in  Pennsylvania  where  the  low  rate  ot 
4  mUls  on  the  dollar  is  levied  upon  intangible  personal  property,  it  is 
well  understood  that,  aside  from  such  intangibles  as  mortgages,  trusts, 
etc.,  which  are  matters  of  public  record  and  so  open  to  the  assessor, 
voluntary  returns  of  taxable  personal  property  by  the  o^®*?  *^J^ 
exception  rather  than  the  rule.  And  in  states  where  personal  property 
is  taxable  at  the  same  rate  as  real  estate,  the  assessment  of  tangible  per- 
sonalty such  as  household  furniture,  jewelry,  ete.,  is  commonly  the 
merest  guess  work,  and  intangible  personalty  in  most  cases  entirely 
escapes  tiie  tax.  That  a  taSc  upon  tangible  personal  property  would  yield 
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sufficient  revenue  to  justify  the  expense  of^  assessment  and ^ the  annoy- 
ance and  injustice  accompanying  its  collection,  your  Committee  cannot 
believe.  Nor  can  it  believe  that  the  enlightened  citizenry  of  P«insyl- 
vania  will  consent  to  returti  to  a  taxation  device  long  ago  abandoned 
in  this  State  and  discredited  by  experience  in  every  other  state.  To 
do  so  would  be  to  turn  back  the  hands  on  the  clock  o£  taxation  progress 
a  full  half-century.  . 

Aside  from  the  injustice,  the  relative  expensiveness,  and  the  im- 
practicability inhering  in  the  personal  property  tax  this  phase  of  the 
question  presents  itself:  Would  owners  of  real  estate  really  be  bene- 
fited if  some  of  the  taxes  now  collected  from  them  were  shifted  to 
merchants  and  manufacturers  by  means  of  a  tax  upon  thdr  stocks  of- 
goods,  raw  materials,  book  accomits,  etc.;  to  the  occupants  of  houses, 
apartments  and  hotds;  to  the  owners  of  stocks  and  bonds;  and  to 
individuals  on  their  furniture,  jewelry,  wearing  apparel,  etc?  The  value 
of  real  estate  is  measured  by  its  rent-producing  possibilities.  The  maxi- 
mum rent  obtainable  is  determined  substantially  by  the  rent  paying 
ability  of  the  owner  or  user.  This  ability  is  in  turn  based  upon  the 
economic  advantages  afforded  by  his  location  or  local  environment;  and 
these  advantages  are  reduced  measurably  by  a  tax  upon  personal  property 
and  enhanced  by  the  absence  of  such  a  tax. 

It  should  be  remembered  that  personal  property,  unlike  real  estate, 
is  a  form  of  property  to  which  there  is  seldom  added  any  community 
value.  A  tax  upon  it  merely  increases  the  cost  of  living,  or  of  conduct- 
ing business,  Aereby  reducing  in  some  d^ee  the  cs^^ty  of  the  indi- 
vidual to  pay  rent  for  Ae  use  of  property,  which  in  turn  tends  to  reduce 
the  value  of  real  estate.  In  the  last  analysis,  therefore,  a  personal  prop- 
erty tax  becmnes  indirectly  a  tax  or  incumbrance  upon  the  real  estate 
itself. 

An  income  tax,  such  as  hereinafter  proposed,  is  not  open  to  this 
objection,  since  it  is  a  tax  upon  net,  not  gross,  income  or  profits. 

Not  infrequently  the  suggestion  has  been  offered  that  the  hundreds 
of  people  who  live  in  the  suburbs,  but  who  conduct  thdr  busmess  or 
practice  their  professions  in  the  city,  should  be  made  to  contribute  their 
share  to  the  upkeep  of  the  dty  which  provides  for  them  substantially 
all  the  protection,  stfvices  and  advantages  which  its  own  citizens  enjoy. 
Should  not  these  classes,  many  of  whom  have  large  incomes  from  sal- 
aries, business,  or  professional  exertions,  be  taxed  to  support  the  city? 

It  is  of  interest  to  note  in  this  connection  that  one  of  the  objects 
sought  by  at  least  some  members  of  the  New  York  City  Special  Com- 
mittee on  Taxation  (1916)  in  proposing  a  presumptive  income  tax,  was 
to  reach  the  very  large  class  of  suburbanites  who  ply  their  caUings  m 
that  city,  but  live  elsewhere,  and  contribute  nothing  to  the  suKK>rt  of 
the  city.  This  proposed  ability  or  presunq»tive  income  tax,  which  in 
the  toal  report  of  Ae  New  York  Committee  was  ab»idoned  in  favor 
ol  a  tftrai^ht  income  tax,  was  designed  to  reach  income  indirectly  and 
by  outward  evidences,  utilizing  certain  facts  of  expenditure  as  an  index 
of  mcome.  It  included  three  parts:  (1)  a  habitation  tax,  to  be  levied 
upon  persons  occupying  houses  or  apartments,  proceeding  upon  the 
theory  that  what  a  man  spends  for  rent  is  a  rough  indication  of  his 
ability  to  contribute  to  the  public  burden;  (2)  an  occupation  tax  on  tbe 
premises  occupied  for  business  or  for  securing  a  EvcHhood,  levied  on 
the  basis  of  the  annual  rental  value  of  the  luremises;  (3)  a  salaries  tax 
on  aU  ssdaries  paid  or  received,  exoq^t  those  paid  by  the  Federal  govern- 
ment UlttS  Imsiness  incomes  were  iso  be  reached  by  the  occupation  tax, 
gfidaried  income  by  the  salaries  tax,  and  other  incomes  by  the  habitation 
tax.  No  one  would  be  required  to  pay  more  than  one  of  these  taxes. 
As  "noted  above,  the  New  York  Committee  finally  declared  in  favor  of  the 
State  income  tax  as  recommended  by  the  State  Tax  Commission. 

Your  Committee  approves  the  idea  of  compelling  the  suburbanite 
who  gains  his  livelihood  within  the  city  to  contribute  his  fair  share' to* 
ward  the  support  of  the  city  government  It  does  not  belkve,  however, 
in  any  syston  of  totb,  bosiness,  or  pttsmapdw  income  taxes  such  as 


have  been  proposed  to  meet  this  situation.  It  believes  that  these  suburbs 
S  live  upon  the  city  and  enjoy  substantially  ,  all  of  its  advantage 
rhould  be  annexed,  or  consolidated  with  the  city  m  a  ^^opoix^  ^ 
trict  Then  all  alike  will  participate  in  the  advantages  and  the  tax  bur- 
dens of  the  municipality;  and,  incidentaUy,  the  way  will  opened  for  tt« 
projection  and  execution  of  those  larger  <^vtc  pkns  mvoh^^^^ 
sanitation,  transportation,  etc,  which,  sooner  or  later,  the  aty  and  the  dis- 

trict  must  n der tal^e 

Universal  experience  lends  its  authority  to  the  practice  of  raising 
the  bulk  of  local  revenues  from  the  taxation  of  real  estate,  since  this 
"rm  of  property  represents  value  largely  created  by  the  community 
itself.  This  is  so  well  understood  among  tax  experts  and  admimstrators 
that  it  seems  unnecessary  to  discuss  it.  u..^A^ 

Is  there,  then,  no  possible  rehef  from  the  uuareasingly  heavy  burden 
of  taxation  which  real  estate  is  being  caUed  upon  to  pay?  Your  Com- 
mittee while  recognizing  clearly  that  real  estate  must  and  should  bear 
Se  greater  burden  involved  in  the  support  of  our  aty  government,  is  of 
the  opinion  that  certain  readjustments  and  changes  in  the  taxation  sys- 
tem aToutU^  in  this  Report,  will  bring  some  rehef  to  real  estate,  and 
rSk  in  a  more  equitable  distribution  of  the  tax  burden..  Some  of  these 
(SSees  and  readjustments  will  require  legislative  sanction  or,  m  some 
instances,  revision  of  the  Constitution others,  pertaining  to  measures 
and  policies  of  a  purely  local  or  admimstrative  character,  can  be  made 

*^^*Blfore  pJesenting  its  recommendations  relating  to  a  readjustaient 
of  the  sources  of  revenue  for  state,  county  and  oty  purposes,  yowr  Com- 
mittee desires  to  state  with  unmistakable  directness  that  an  eqmtable 
distribution  of  the  necessary  burden  of  taxation  must  presuppose  a 
scientific  and  economical  administration  of  the  tax  system  both  as  to 
Se  assessment  and  the  collection  of  taxes,  and,  of  no  less  importance, 
the  exercise  of  rigid  economy  and  the  highest  measure  of  efficiency  on 
the  part  of  public  officials  charged  with  the  duty  of  expending  the  reve- 
nues thus  raised.  That  these  essentials  to  equity  have  not  yet  been 
attained  by  city,  county  or  state  governments,  is  attested  by  evidaices 
so  manifest  that  they  cannot  be  gainsaif  The  reduction  of  waste  m 
public  expenditures  would  provide  an  additional  source  of  revenue  of 
very  considerable  proportions.  The  prime  need  is  for  ecoaonucai  and 
^kient  administration  in  our  several  govemmeats. 


SUMMARY  OF  RECOMMENDATIONS 


As  a  result  of  its  investigations  and  deliberations,  the  Committee 
unites  unanimously  in  the  following  recommendations  and  suggestions: 

1.  Retention  of  the  tax  upon  real  estate  in  its  present  form,  under 
tiic  so*^alled  graded  tax  law* 

2.  Adoption  of  a  more  scientific,  equitable,  and  economical  system 
of  assessments,  including: 

(a)  Adoption  of  section,  block  and  lot  system. 

(b)  Consolidation  in  one  board  of  the  duties  of  assessing  all 
property  within  the  county,  and  the  use  of  these  assessments 
by  all  taxing  bodies  within  the  county. 

(c)  Annual  instead  of  triennial  assessments. 

(d)  Greater  publicity  in  assessment  and  taxation  matters. 

3.  Consolidation  of  county  and  city  tax  collections. 

4.  Immediate  adoption  of  a  comprehensive  dty  plan,  including  the 
■^niiig"  principle,  in  order  that  existing  realty  values  may  be  conserved. 

5.  Absorption  of  outiying  suburbs  whose  inhabitants  make  their 
living  in  the  city,  but  now  pay  no  taxes  for  the  city  privileges  they  enjoy; 
and  creation  of  a  metropolitan  district. 

6.  Adoption  of  principle  of  excess  condemnation  in  making  public 
improvements,  especially  in  laying  out  of  new  streets  and  in  widening 
or  extending  old  ones. 

7.  Improvement  in  the  collection  of  delinquent  taxes. 

8.  Exemptions  of  churches,  schools,  charitable  institutions,  etc, 
should  be  taken  out  of  the  hands  of  the  assessors  and  be  put  in  mose 
of  the  ControUer,— such  exemptions  to  be  granted  cnfy  upon  petiticm 

made  annually.  ^  .  .  r     i  i 

These  exempt  properties  should  be  subject  to  assessment  for  local 

improvements.  j.  u  ia 

9  Local  real  estate  of  public  utility  corporations  now  exempt  should 
^e  taxed  at  same  rate  as  other  real  estate,  but  assessed  preferably  by 

State  assessors.  ,  ^  ^      •  -t-^u 

10.   Water  Department  as  a  soaal  or  community  enterprise  Sbouia 

jnake  no  profit,  but  should  be  self-sustaining. 

11  Special  services  (permits,  inspection,  special  police,  etc),  ren- 
-dered  by  the  city,  accruing  to  the  benefit  of  private  concerns  or  mdivid- 
^lals,  should  be  made  sdf-sustaining.        .    ,  ,        ,         .  i      ^  ^ 

12.  Larger  revenues  should  be  obtamed  from  the  rental  and  use 
of  city  properties,— wharves,  markets,  etc.  .      a  a- 

13  Increase  of  the  automobile  license  tax  by  SO  per  cent,  and  dis- 
tribution of  the  total  proceeds,  30  per  cent  to  the  city,  30  per  cent  to  the 

county,  and  40  per  cent  to  the  state.  .  -  ^  •  ^t-    cs*.*  ^u^tA 

14.   The  extra  $100  liquor  license  tax  now  paid  to  me  State  should 

*^^^ls/Veturn*to  the  city  of  the  major  part  of  tiie  proposed  State  in- 

come  tax^^^  of  the  mercantile  license  tax,  which  is  wrong  in  prin- 
ciple md  necessarily  bad  and  costly  in  practice.  For  regulative  purposes 
A  flat  registration  tax  for  mercantile  concerns  may  be  desirable. 

17  AboUtion  of  the  occupation  tax,  which  costs  more  to  assess  and 
coUect'than  the  amount  of  the  coUections,  and  the  substitution  of  a  flat 

T«ristration  or  "voting"  tax. 

18  Abolition  of  the  personal  property  tax  as  soon  as  a  graduated 
income  tax,  or  a  graduated  direct  mheritance         orboA.  Sf 
cured,  with  provision  for  a  return  of  part  of  the  income  tax  to  the 

counties  and  cities,  ,       ,  • 

19.  AboUtion  of  the  exemption  of  madunery  in  the  aty. 

20    Continuance  of  the  present  practice  of  deriving  State  revenues 

mainly  from  the  tax  on  corporations,  but  with  some  important  changes 

in^ding: 

(a)  Taxation  of  savings  banks  without  capital  the  same  as  those 
wi^  caiutaL 
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(b)  Removal  of  alternative  tax  of  10  mills  on  par  value  of 
shares  of  bank  stock,  which  discriminates  against  the  small 
bank.   All  bsmks  should  pay  tiie  4-mill  tax  on  actual  vahte. 

(c)  So  long  as  corporation  taxes  are  based  on  the  value  of  ca^ 
ital  stock,  such  value  should  be  measured  by  some  uniform 
method  for  all  types  of  corporations. 

(d)  The  exemption  which  manufacturing  corporations  enjoy  on 
that  part  of  their  capital  stock  employed  in  manufacturing 
in  the  State  should  be  reduced  gradually,  say  one-fifth  each 
year,  until  these  corporations  pay  the  same  tax  as  other 
corporations,  for  the  privilege  of  conducting  their  opera-' 
tions  in  corporate  form. 

21.  Adoption  of  a  direct  inheritance  tax  including  the  principle  of 
graduation,  said  tax  to  accrue  wholly  to  the  State. 

22.  Careful  study  of  tax  limit  laws  and  es^rience  in  o^er  states 
with  a  view  to  determining  the  future  policy  of  Pennsylvania  in  this 
respect 

23.  Adoption  of  a  graduated  State  income  tax  upon  persons  only 
at  the  outset,  but  later  to  be  applied  to  corporations,  the  proceeds  to  be 
distributed  among  the  several  governmental  units — State,  county  (bor- 
oughs, townships  and  cities)  upon  a  carefully  worked-out  basis. 

24.  Establishment  of  a  State  Tax  Commission  or  Commissioner  to 
administer  the  income  tax  and  other  tax  laws. 

GRADED  TAX  LAW 

This  law,  enacted  by  the  1913  sessicm  of  tiie  Legislature,  j^ovided 
as  follows: 

DSPARTMSNt  OF  AsSSSSOtS. 

This  department  shall  consist  of  no  less  tiian  five  nor  more 
than  nine  persoiut,  who  shall  have  been  residents  of  tibe  city  for 
at  least  ten  years;  all  of  whom  shall  not  be  of  the  same  political 
party.  The  number  of  assessors  in  this  department  shall  be  desig- 
nated by  ordinance;  and  they  shall,  from  time  to  time,  nsake  all 
valuations  for  purposes  of  municipal  taxation. 

They  shall  classify  all  real  estate  in  the  city  in  such  a  manner, 
and  upon  such  testimony  as  may  be  adduced  before  them,  as  to  dis- 
tinguish between  the  buildings  on  land  and  the  land  exclusive  of 
the  buildings,  and  to  certify  to  the  councils  of  said  city  the  aggre- 
gate valuation  of  dty  property  subject  to  taxation.  It  shall  be 
the  duty  of  said  councils,  in  determining  the  rate  for  tiie  years  one 
thousand  nine  hundred  and  fourteen  and  one  thousand  nine  hundred 
and  fifteen  to  assess  a  tax  upon  the  buildings  equal  to  nine-tenths 
of  the  highest  rate  of  tax  required  for  said  years;  and  for  the 
years  one  thousand  nine  hundred  and  sixteen,  one  thousand  nine 
hundred  and  seventeen  and  one  thousand  nine  hundred  and  eighteen, 
to  assess  a  tax  upon  the  buildings  equal  to  eight-tenths  of  the  highest 
rate  of  tax  required  to  be  assessed  for  these  years;  and  for  the 
years  one  thousand  nine  hundred  and  nineteen,  one  thousand  nine 
hundred  and  twenty  and  one  thousand  nine  hundred  and  twenty-one 
to  assess  a  tax  upon  the  buildings  equal  to  seven-tenths  of  the  highest 
rate  of  tax  required  to  be  assessed  for  those  years;  and  for  tibe 
years  one  tiiousand  nine  hundred  and  twenty-two,  one  thousand  nine 
hundred  and  twenty-three,  and  one  thusand  nine  hundred  and  twenty- 
four,  to  assess  a  tax  upon  buildings  equal  to  six-tenths  of  the 
highest  rate  of  tax  required  to  be  assessed  for  those  years;  and  for 
tiie  year  one  thousand  nine  hundred  and  twenty-five,  and  for  each 
year  thereafter,  to  assess  a  tax  upon  the  buildings  equal  to  five- 
tenths  of  the  highest  rate  of  tax  required  to  be  assessed  for  tlie 
year  one  thousand  nine  hundred  and  twenty-five,  and  for  each  year 
thereafter,  respectively,  so  that  upon  the  said  class  of  real  estate  of 
said  city  there  shall,  in  any  year,  be  two  rates  of  taxatimi. 
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They  shall  triennially  make  a  valuation  for  all  purposes  of 
mtmictpal  taxation,  and  shall  have  &e  power  to  administer  oaths. 
They  shall  have  the  power  to  nrake  a  new  assessment  in  any  ward  of 

wards  they  deem  necessary,  in  any  subsequent  year,  other  than 
triennial  years,  in  the  manner  prescribed  by  law  for  the  triennial 
assessment.  Any  property  owner  shall  have  the  right  to  be  heard  by 
the  full  board,  sitting  as  a  board  of  revision,  on  appeal  from  any 
valuation.  The  assessment,  as  aforesaid,  shall  remain  the  lawful 
assessment,  for  purposes  of  city  taxation,  until  the  next  assessment. 
Nothing  herein  contained  shall  be  construed  to  repeal  the  act  of 
July  nine,  one  thousand  eight  hundred  and  ninety-seven,  providing 
for  the  classification  of  real  estate  and  other  property  for  purposes 
of  taxation,  and  far  the  election  of  assessors  and  prescribing  the 
duties  thereof,  in  cities  of  the  second  class,  except  so  far  as  the 
same  may  be  inconsistent  herewith. 

The  coundls  shall,  by  ordinance,  make  all  furdier  needful  rules 
and  r^^tions  for  tbe  govenunent  of  this  department 

This  law  first  affected  the  city  tax  rate,  as  determined  by  city  coun- 
cil, in  the  year  1914.  In  that  year  and  in  the  years  1915  and  1916  the 
millages  were  as  follows: 


* 

City'  Tax 

School  Tax 

County  Tax 

Total  Tax 

Land 

Bldgs. 

Land 

Bldgs. 

Land 

Bldgs. 

Land 

Bldgs. 

• 

MUls 

Mills 

Mills 

MUls 

Mills 

Mills 

j  Mills 

Mills 

1914 

9.40 
11.50 

8.46 
10.44  j 

1  6.00 
5.00 

6.00 
5.00 

2.75 

2.75  1 
2.75 

18.15 
20.55 

17.21 
19.19 

1915 

10.20 
14.20 

9.18 
12.78 

6.00 
6.00 

6.00 
6.00 

2.25 
2.25 

2.25 
2.25 

18.45 
22.25 

17.43 
21.03 

1915 

12.60 
12.50 

10.08 
10.05 

•5.00 
5.00 

6.00 
5.00 

■ 

3.25 
3.25 

3.25 
3.25 

21.85 
21.85 

19.33 
19.83 

Had  &e  graded  tax  law  not  been  passed  the  tax  levy  in  ordor  to 
dwe  the  same  revenue  would  have  been  as  follows: 


Bate  of  Tu  on  Li 

■nd  aod  Bupdl 

City  Tax 
MiUa 

School  Tax 
MiUfl 

Total  Tax 
Mills 

9.073 
11.02 

6.00 
5.00 

2.75 
2.75 

17.823 
19-77 

1915 

«.835 
13.482 

6.00 
6.00 

2.25 
2.25 

18.085 
21.732 

  1915 

11.637 
11.537 

6.00 
5.00 

3.25 
3.'25 

20.887 
20.1387 
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The  total  net  increase  in  the  millage  on  land  and  the  total  net  de- 
crease in  the  millage  on  buildings,  occasioned  by  this  law,  was  as  follows : 


Per  Cent,  of  Increase  in  Millajre  on  Land 

1914 

1915 

1916 

Old  City  

1.8 
2.9 

2.0 
3.3 

4.6 
4.5 

Per  Cent,  of  Decrease  in  Millage  on  Buildings 

3.4 
2.9 

3.6 
3.2 

7.5 
7.5 

1 

No  little  discussion  has  been  indulged  in  regarding  the  merits  and 
demerits  of  this  law.  Economic  results  have  been  prophesied  by  its 
advocates  and  its  enemies  out  of  all  proportion  to  anything  which  such 
a  gradual  <^ange  in  the  tax  rate  could  occasion.  This  we  believe  is  in 
part  due  to  certain  other  changes  in  laws  affecting  taxation  in  Pitts- 
burgh, passed  by  the  Legislature  in  1911  and  1913.  In  the  session  of 
1911,  an  act  was  passed  repealing  the  classification  act  under  which  real 
estate  was  classified  and  taxed  at  different  rates.  Property  classed  as 
"built  up"  was  taxed  at  the  maximum  rate;  that  classed  as  "rural"  was 
taxed  at  two-thirds  of  the  maximum  rate ;  and  that  classed  as  "agri- 
cultural" was  taxed  at  one-half  of  the  maximum  rate.  The  repealing  of 
this  law  had  the  effect  of  doubling  the  taxes  on  property  which  had 
previously  enjoyed  an  agricultural  dassificalion  and  increasing  by  SO  per 
cent  the  taxes  on  property  wlddi  had  previously  enjoyed  a  rural  dassi- 
fication. 

The  passage  of  the  school  code  act  by  the  Legislature  of  1913 
changt^  radically  the  distribution  of  the  burden  of  school  taxation,  in 
that  a  uniform  tax  was  spread  over  the  entire  city  instead  of  a  varying 
tax  by  wards,  as  was  the  old  custom.  Through  this  change  the  down- 
town section  of  the  city,  which  previously  had  paid  a  school  tax  of  only 
a  small  fraction  of  a  mill,  was  compelled  to  contribute  6  mills.  While 
in  some  instances  the  effect  of  the  two  changes  was  that  one  offset  the 
other,  this  was  by  no  means  universally  the  case,  and  in  some  sections 
of  the  city  a  considerable  increase  of  taxation  resulted.  Naturally  this 
caused  considerable  irritation  and  some  hardship  to  property  owners. 

The  effects  of  the  repeal  of  the  dassificatiim  act  and  the  enactment 
of  the  s^ool  code  have  in  the  public  mind  become  associaU;ed  widi  the 
graded  tax  law  and  to  this  confusion  may  be  traced  much  of  ^e  exag* 
gerated  results  attributed  to  this  law.  These  legislative  enactments 
brought  about  long-needed  improvements  in  our  local  taxation  system. 
Though  great  benefits  resulted  to  the  community  as  a  whole  hardship 
to  some  was  inevitable. 

After  the  most  deliberate  consideration  your  Committee  is  of  the 
opinion  that  the  Graded  Tax  Law  should  be  given  full  and  fair  trial 


ASSESSMENTS 

Any  discussion  of  the  present  taxation  system  of  the  City  of  Pitts- 
burgh and  of  improvements  which  should  be  made  would  be  incomplete 
without  a  discussion  of  assessments.  * 

A  cardinal  principle  in  the  fair  and  equitable  distribution  of  the 
burden  of  taxation  of  real  estate  is  that  the  tax  must  be  so  distributed 
that  no  one  is  compelled  to  pay  a  proportionately  larger  am<Mmt  on  the 
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value  of  his  real  estate  than  any  other  taxpayer  is  required  to  pay  on 
the  value  of  his  real  estate,  subject  to  the  same  tax.  However  equitable 
the  t^tion  system  may  be,  unfairness  will  result  if  the  assessment 
svstiSis  faulty.  The  laws  regarding  taxation  are  importaiit,  but 
SuX  impoS  is  the  administration  of  these  laws.  Unless  the  ad- 
St^aSrrscientific  and  fairly  accurate,  the  purpose  of  the  legisla- 
tions defeated,  and  to  remedy  this  situation  new  laws,  wholly  unneces- 

'^FurSmor"  ^S^lict  enforcement  of  a  law  often  discloses  tjie 
fact  that  it  is  bad  or  defective  and  should  be  repealed.  If  a  tax  official 
attempts  to  remedy  unfair  or  unwise  tax  laws  by  means  of  macxurate 
assessments  the  public  is  unable  to  make  sound  deductions  as  to  the 

''^r:L7:^%:Ucfma^^  expected  to  administer  with  exact- 
ness and  completeness  the  laws  passed  by  the  legislature  but  it  is  wel 
tooU  that  many  laws  remain  on  our  statute  books,  the  enforcement 
5  Xch  would  raise  a  storm  of  disapproval,  and  that  m  practice  public 
SffidSTare  privileged  to  nullify  unpopular  laws  .  To.  a  still  greatei 
^nt  do  officials  modify  laws  to  conform  to  pub  he  opinion  by  so  ad- 
SSsterine  them  as  to  create  the  least  possible  friction.  In  no  depart- 
S  of  the  X  government  is  this  "discretion"  exerased  greater 
SSdom  or  more  far-reaching  effects  than  m  the  assessor's  office. 
^"'foT  instance  long  beforf  the  passage  of  the  act  exempting  machin- 
ery  from  taxation  in  cities  of  the  second  dws,  "aj:h^"«,'^ .  "Jf^ 
&ed  or  nominally  assessed.  To-day  large  mflls  and  factories,  of  venr 
We  value  are  on  our  assessment  rolls  at  a  fraction  of  their  value, 
without  any  warrant  other  than  that  pubhc  opimon  supports  the  assess- 
es Si  thT  position  that  these  industries  are  essential  to  the  growth  and 
Sro^ri^  of  the  community  and  that  they  must  not  be  driven  away  by 

^^^'^Diiing 'thelife  of  the  so-called  classification  la^y.  referred  to  else- 
where  when  some  classes  of  property  were  enjoying  agricultural  or 
7ural  classification  with  a  reduction  in  the  tax  rate  of  50  P«  C«»tjtnd 
33  1/3  per  cent  respectively,  the  assessors  discounted  this  fact  to  some 
extent  by  a  heavy  assessment  on  rural  or  agricultural  property,  and  the 
owners  were  deterred  from  appealing  by  the  fear  of  10^^"^  their  classi- 
fication orivilege  Again,  when  large  hotels  and  office  buildings  are 
^rMng  S  ihe^kv^^ss  of  the  city,  it  is  in  a  spirit  of  grati- 
tude to  the  owner  of  the  structure  that  the  assessor  approaches  his  duty 
S  v^uiS  for  taxation.  Again,  when  the  graded  tax  law  discussed 
dsewhere  in  this  Report,  went  into  effect,  there  was  a  noticeable  tendency 
on  the  part  of  the  assessors  to  raise  the  assessments  on  buildings  to  offset 
the  reduction  in  the  tax  rate  on  buildings.  • 

In  attempting  to  bring  about  a  more  equitable  tax  ^em  the 
assessors'  office  must  be  the  starting  point.  Wluit,  thai,  is  the  presj^ 
situation  in  the  city  with  reference  to  the  methods  of  making  assess- 
ments? All  real  estate  in  the  city  is  assessed  twice,  once  for  city  pur- 
poses and  again  for  county  purposes.  The  assessment  for  city  purposes 
is  made  by  a  board  of  nine  members  appointed  by  the  Mayor  to  serve 
four  years.  The  Chief  Assessor,  designated  as  such  by  the  Mayor  re- 
ceives $3,300  per  year;  each  of  the  other  members  receives  $2  7(X).  llie 
members  of  the  board  have  no  assurance  of  being  continued  in  office 
beyond  the  term  of  their  appointment.  A  member  may  be  effioent  and 
industrious,  but  if  he  is  politically  undesirable  m  the  light  of  flie  elec- 
tion returns,  his  services  are  promptly  dispensed  with  to  make  place  for 
a  man  who  may  be  entirely  new  to  the  work  and  without  e»mer  «tpe- 
rience  or  the  education  to  fit  him  to  perform  satisfactorily  the  difficult 
work  of  valuing  property.  As  pointed  out  by  the  City  Department  .of 
.  Assessors  in  their  annual  report  in  1912,  "their  work  is  essentially  con- 
tinuous and  progressive  and  to  get  the  highest  standard  of  efficiency  in 
this  work,  all  doubt  should  be  removed  as  to  permanency  in  tenure.' 

The  xaaabets  of  the  Board  of  Assessors  make  their  own  assess- 
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«,.nt.  nersonaUv  viewing  the  property,  taking  into  account  recent  sale 
^S^'  L"^USS^eigh^Lod,.  previous  --ssmentsj^mprove 
made  and  any  other  information  obtainable.  In  some  cases 
?r^?agrdeterm"nesX  value;  in  other  cases,  area.  F-^N^ow^ver^ 
Ae  iudement  of  the  assessors,  supported  by  such  "^tj>j™ation  as  is 
Sailable^o  them,  is  the  basis  of  the  assessment  In  addition  to  ta*«H 
fS  lL  value  of  each  property,  the  assessor         records  tiie  street, 

Se^ dimensions  of  the%/operty  kmd  o^^.^'^^.jjf  °Si?e  X^hSi 
ment  the  owner's  name  and  the  tiransfer  of  ownership  since  tne  lasi 

Ssessment.°"such  chang^  as  are  made  tLrT^^e^^rnXbrthe 
which  is  eenerally  made  hy  two  members  of  the  board,  are  made  py  tne 
whSe  to£d,  either  upon  Jts  own  initiative  or  upon  the  apphcation  of 

A^mplete  assessment  is  made  only  once  in  three  years.  The 
effidoicS  of  Se  pnSit  system  of  assessments  can  be  increased  by  more 
^u^^  revi^ons  Over  a  period  of  three  years  considerable  changes 
£  value  may  occur;  assessments  should  accurately  reflect  thesechanges. 

The  Sunty  assessment  is  made  by  deputy  assessors  appomted  by  Ae 
Board  for  the  Assessment  and  Revision  of  Taxes  for  tiie  county. ,  This 
foa'd  consists  of  three  members  appointed  by  &e  ^^'^^l^l 
to  serve  four  years  at  an  annual  sahtfy  of  $5,000.  As  "».t»i«^  the 
city  board,  tiiere  is  no  assurance  of  continuity  of  service  except  such 
M  would  bT  gained  by  standing  strong  poUtically  with  newly-elected 

county  commissioners.  ,  „    .  .       ,  ^  , 

The  Bbard  for  tiie  Assessment  and  Revision  of  Taxes  does  not  per- 
sonally asleS.  The  county  is  divided  into  districts  and  a  deputy  assessor 
L  ^pointed  for  each  district.  These  deputy  assessors  receive  $4  per 
day.  The  methods  used  by  the  deputy  assessors  are  Practically  thesame 
as  those  outlined  above  for  the  city  assessors.  In  addition  to  aM«s«W 
real  estate,  the  county  deputy  has  also  to  assess  personal  P">P««^»™ 
occupations.  Much  more  of  the  time  of  deputy  assessors  empl^  by 
the  county  board  for  work  within  tiie  ator  is  consumed  in  making  ttie 
occupation  assessment  tiian  in  valuing  reaf  estate.  The  valuu«  of  re^ 
estate  within  tiie  city  by  tiie  dty  board  is  done  by  nine  assessors  while 
tiie  county  employs  twenty-five  men  all  tiie  year  round  at  $4  per  day  to 
the  work  of  tiie  nine        assessors,  and  m  addition  to  assess 

**"S^Sr  tiie  city,  so  also  in  tiie  county,  a  complete  assessment  is  made 

only  once  in  three  years. 

Your  Committee  recommends  tiiat  annual  assessments  be  substatiitea 

for  triennial  assessments.    '  ,  ^   

Your  Committee  is  informed  that  not  over  30  per  coat  of  flw  occu- 
pation tax  is  collected  by  the  county  after  it  is  levied.  The  expense  of 
levying  and  collecting  it  is  out  of  all  proportion  to  tiie  revenue  denved 
from  It  and  a  recommendation  for  its  abolition  and  tiie  snbsbtutioa  of 
a  registiation  tax  is  contained  dsewhere  in  this  Report         ....  , 

A  mere  statement  of  the  way  properties  are  assessed  indicates: 
first  wasteful  duplication  of  work;  and,  second,  the  complete  lack  of 
modem  metiiods,  rules  and  equipment  for  arriving  at  uniform  and 
equitable  assessments. 

Duplication  .      •    ^  , 

It  is  the  sense  of  your  Committee  that  nothing  is  gained  and  a  great 
deal  lost  in  unnecessary  expense  by  this  double  assessment  of  tiie  same 
real  estate  by  two  boards.  We  strongly  recommend  tiiat  some  way  De 
found  to  obviate  this  double  assessment,  dtiier  by  legal  enactin«t  or  by 
some  plan  of  co-operation  between  tile  dty  and  county  airthonties. 

The  assessing  work  for  Allegheny  County  and  all  the  cities,  bor- 
oughs and  townships  witiiin  its  borders  could  witiiout  doubt  be  done  by 
one  board  of  assessors  at  considerably  less  cost  and  with  much  more 
satisfactory  results.  Legislative  autiiority  should  be  sought  to  sanction 
or  compel  tiie,det»minations  of  a  single  board  to  be  used  as  a  basis  for 


all  tax  levies  within  the  county.  The  term  of  office  for  the  members 
of  this  board,  say,  six  in  number,  should  be  for  six  years,  one  member's 
term  expiring  each  year.  One  member  should  be  appointed  as  president 
of  the  board,  and  sufficient  authority  should  be  vested  in  him  to  make 
him  in  large  measure  responsible  for  the  administratioti  of  the  office 
and  die  system  to  be  used  in  making  asses^ents.  A  sufficient  salary 
should  be  paid  to  attract  to  this  higMy  important  #ork  a  man  of  very 
considerable  ability  and  knowled^. 

Your  Committee  further  recommends  that  the  duplication  of  machin- 
ery due  to  the  city  and  county  each  maintaining  offices  for  the  collec- 
tion of  taxes  be  abolished,  and  that  the  duties  of  coUectk^  dty  and. 
county  taxes  be  consolidated  in  one  office. 

Lack  of  Proper  Methods 

It  is  regrettable  that  the  scientific  methods  and  rules  of  assessment 
employed  in  some  cities  in  this  country  are  not  being  used  in  this  city. 
The  methods  now  used  in  Pittsburgh  and  in  the  county  may  enable  the 
assessors  to  deal  intelligently  with  small  homesteads,  but  they  are  wholly 
inadequate  when  it  comes  to  large  and  costly  buildings,  such  as  office 
buildings,  mill  properties,  hotels,  warehouses,  stores  and  costly  resi- 
dences. The  determination  of  diese  values  is  not  based  on  accurate 
knowledge  of  cost  or  a  proper  method  of  determining  depreciation  for 
age»  misplacement  or  obsolescence.  Any  reasonabty  intelligent  man,  with 
a  Utde  knowledge  or  realty  values,  can  estimate  with  some  degree  of 
correctness  the  value  of  a  cottage  or  of  a  modest  dwelling;  but  the 
assessor  may  reach  very  inequitable  results  tmder  the  system,  or  lack 
of  system,  now  in  use  by  our  city  and  county  assessing  bodies,  when  he 
attempts  to  evaluate  a  modern  warehouse,  an  office  building,  a  great 
hotel,  a  palatial  residence,  or  buildings  such  as  our  mill  and  factory 
properties  in  Pittsburgh  and  Allegheny  County.  Proof  qf  the  fact  that 
there  is  no  proper  system  of  assessing  is  to  be  had  by  comparing  the 
results  of  the  determinations  of  the  two  assessing  bodies  on  the  same 
properties,  or  by  making  comparisons  of  the  assessments  of  buildings 
of  like  construction,  age  and  desirability  on  a  cubical  foot  or  square  foot 
basis.    (See  tables  at  end  of  this  section.) 

The  foregoing  should  not  be  construed  as  a  criticism  exclusively 
of  the  present  assessing  bodies  of  either  the  city  or  the  county.  So 
long  as  land  and  building  values  cannot  be  measured  by  a  yard  stick  or 
odier  fixed  standard,  just  so  long  will  evaluations  be  the  result  in  the 
last  analysis  of  some  person's  judgment;  and  judgments  will  differ.  It 
is  realized  that  the  most  faithful  and  efficient  assessor  or  board  has  a 
very  difficult  task.  But  in  the  execution  of  that  task  the  assessing 
body  should  have  the  benefit  of  the  most  up-to-date  information  and 
methods  available. 

In  this  connection  it  may  be  noted  that  if  the  law  requires  the  state- 
ment of  the  true  consideration  in  all  deeds  for  the  transfer  of  real 
estate,  the  assessor  would  have  an  additional  source  of  information  of 
considerable  importance.  Your  Committee  believes  that  such  a  law 
should  be  enacted  in  this  State.  ' 

Pablkhy 

Your  Committee  desires  also  to  emphasize  the  importance  of  pub- 
licity in  all  matters  affecting  assessments  and  taxation.  To  most  tax- 
payers the  whole  taxation  system  is  a  mystery.  If  people  were  informed 
as  to  the  methods  and  meaning  of  assessments,  and  as  to  the  distribu- 
•  tion  by  functions  of  the  taxes  levied  upon  their  property  there  would 
be  less  criticism  and  discontent.  Probably  the  use  of  land  value  maps 
in  connection  with  the  section,  block  and  lot  system  would  provide  suf- 
ficient publicity  as  to  assessments ;  a  taxpayer  in  looking  up  his  own 
assessment  could  find  on  the  same  page  or  adjacent  pages  the  assessed 
valuation  of  all  properties  on  the  same  block.  , 
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There  should  accompany  the  tax  bill,  either  on  the  back  or  in  some 
other  way,  information  as  to  the  method  of  computing  the  tax,  and, 
also,  a  brief  statement  regarding  the  distribution  of  the  revenues  among 
the  various  activities  of  the  city  or  county  as  the  case  may  be. 

■ 

A  Modem  System  of  Assessment 

If  there  is  any  method  of  securing  accurate  and  unifonn  asses^ 
ments  on  all  properties,  and  of  making  these  assessments  cflBdcntiy  and 
at  low  cost,  Pittsburgh  should  adopt  such  a  mctiiod.  As  a  result  of  its 
study  of  the  assessment  systms  used  in  other  cities,  your  Committee 
is  convinced  that  methods  are  now  being  employed  elsewhere  which  if 
adopted  in  this  dty  and  county  would  do  mudi  to  accomplish  these  de- 
sired results.  .    ,         J  •  u 

One  of  the  most  modem  systems  of  assessment  is  that  used  in  the 
City  of  New  York  where  the  urgency  of  their  financial  problems  and 
the  complexity  of  city  development  make  scientific  methods  imperative. 
The  New  York  Commissioners  of  Taxes  and  Assessments  are  by  the 
force  of  public  opinion  kept  free  from  politics.  The  president  and  most 
of  the  members  have  served  under  both  Tammany  administrations  and 
reform  administrations.  Thus  the  city  and  the  taxpayer  have  the  bene- 
fit of  a  board  of  specialists  in  assessment  matters,  who  r^^ard  theur  work, 
not  as  a  '*job"  but  as  a  career,  in  wluch  faitiiful  and  d&aent  sarvice 

will  win  promoticm.  .  ,  ^  , 

In  the  judgment  of  your  Committee,  the  New  York  System  should 
be  used  as  a  model  for  a  new  system  in  Allegheny  County  and  the  cities, 
boroughs  and  townships  within  its  borders. 

This  question  is  considered  of  such  great  importance  that  tiie  por- 
tion of  the  Report  of  the  Commissioners  of  Taxes  and  Assessments  of 
the  City  of  New  York  (1914),  which  describes  their  methods,  is  quoted 
in  full,  in  an  Appendix  to  this  Report. 

Your  Committee  has  received  a  communication  from  the  Department 
of  Surveys  of  the  City  of  Pittsburgh  which  throws  considerable  lii^it 
on  the  value  of  the  Section,  Block  and  Lot  System  as  applied  to  maiQr 
of  the  problems  which  Pittsburgh  has  to  solve.  This  communication  is 
attached  as  an  App&aSx  to  Ms  Report 
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COMPARATIVE  ASSESSMENTS  OF  PROPERTIES  IN  A 

PARTICULAR  BLOCK. 


AbB60M 

d  Valuation 

TliMnrintinn  of  ProDtftv 

Im- 
prove- 
ments 1 

Total 

iK23  Wood  Street          1  < 
(Comer  Oliver  Ave.) 

'^*w        T  rtf  9^^'  X  SO'                              .  S 

^10.000 

(10,000  j 

(220,000 

V 

5  Story  Brick  Store  Buiknuff 

163380 

15,000  1 

178,880 

133,000 

7,000  1 

140,000 

1 

108.300 

9,000  1 

117,300 

2-3  Story  Brick  DweUinffi .... 

133,000 

30,000 

163,000 

2-3  Story  Brick  Buihliiigs  and 

108.300 

10,000 

118,300 

615-617  Wood  Street. .  .1 

266,000 

14,000 

280,000 

o  o  GfrkMr  HvSa^  SU-jwk  Hiiiln* 

^-o  otoiy  oruA  ownw  outiur 

210^600 

14,000  1 

230,600 

J .  .        T       nf\f  «  Of\f 

leu^uuu 

18,000 

158,000 

6  Story  Brick  and  Terra  Ck>tta 

18.000  1 

132,000 

447-449  Wood  Street  1 
(Corner  Fifth  Ave.) 

2-4  StOTy  Brick  Btuldii«s..^ 

391»000 

laooo  1 

401,000 

2-4  Story  BriekBuiklings  

330,000 

12,000  1 

342,000 

City...  Lot  17.96'x60'  thence  7.98x20' 

133,466 

8,000 

141,466 

County  Lot  17.78'x60'  thence  8'x20'. . 

o  avOmy  MSnCM.  owre  x>uiiuiiit&.  - 

112.380 

6,500 

118,880 

443  Wood  Street. 

1                                   A    ffl*  11  mmm  DmaIt- 

129,511 

8,000 

1  137,511 

15,980 

6,500 

1  122,480 

4a6-i80-441  Wood  St . . . 

Lot  17.6' X  80'  

1                                                   M     ^1  ■     -     -  .           ^^fc  *   ^^fc  _  —  *  t  J 

120,600 

117,250 
117.260 

8,000 
30.000 

1  393,100 

Lot  17.5'  X  80'  in  all  

1             8  8t(wy  Bri^SUmBiokfing 

213,000 

96,250 

30.000 
6.600 

1  344,760 

129,511 

8.000 

1  137,511 

1             8  St<mBriek  Store  Building. 

5,500 

121,480 

433  Woodt^treet  

117  9*^0 
lit  ,^9v 

8,000 

125,250 

1                     Q  fii-AMF  DvioL-  !«!f-n«a 

96,250 

5,500 

1  101,760 

431  Wood  Street  

129,611 

12,000 

|.  141,611 

106*380 

9,000 

1  115,320 

1            A-2  Story  Brick  BuikiinsB.. . 

120,600 

* 

12,000 

132,600 

1               5  Story  Brick  Store  Building. 

09.000 

10,000 
200 

109,200 

Wood  Street, 

Comer  Diamond . . . 

ICity...  Lot  6' X  80'.    

50.250 

1,200 

51,450 

iOoiuity  Lot  6'  x80'  

39.600 

1,000 

40,600 
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ASSESSED  VALUATIONS  OF  OFFICE  BUILDINGS. 


HiiHrKffcir 

1 

Assessed 
Value  of 
Buildiiig 

Clontents  of 

Building 
(CubieFMt) 

Assessed 
Value  per 
Cubic  Foot 
(cents) 

S  580,000 

1,076,040 

53.90 

t 

425,000 

1,177.668 

36.09 

725.000 

2,654,620 

28.38 

945,000 

2.455.200 

38.49 

500,000 

2,265,627 

22.07 

326,000 

1.380,720 

23.54 

1,625,000 

3.467.880 

46.86 

1,300,000 

2,912,976 

A  A  AO 

44.63 

2,400,000 

6.440,000 

37.27 

700.000 

2,804,400 

24.96 

850,000 

3,631,032 

23.41 

325,000 

842,076 

38.60 

2.250,000 

6,975,603 

32.26 

015,000 

1,081,500 

56.87 

Pittflbursh  Bank  for  8ft  vines.  

406,000 

538,560 

75.20 

800,000 

1.923,065 

41.60 
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ZONING 


If  Pittsburgh  is  to  continue  to  raise  practically  all  its  revenues  by 
taxing  real  estate  values,  steps  must  be  taken  to  prevent  the  needless  de- 
struction of  these  values  and  to  stal»lize  and  prcnnote  their  increase  in 
every  way  possible. 

Real  estate  values  are  created  by  both  public  and  private  enterprise. 
A  rational  improvement,  whether  made  at  public  or  private  expense, 
increases  real  estate  values ;  an  irrational,  haphazard  development  is 
destructive  and  lessens  values  already  created. 

Is  it  not  time  that  these  simple  facts  should  be  clearly  recognized 
and  eflFective  measures  adopted  to  encourage  a  rational  physical  develop- 
ment of  our  city?  Should  we  any  longer  tolerate  sl^-scrapers  of  un- 
Umited  height  whidi  steal  their  light  and  air  from  their  neis^bors, 
or  permit  the  building  of  public  garages,  fadodbs  or  i^[>artments  in 
splendid  residential  neighborhoods? 

In  New  York  a  commission  has  been  at  work  for  two  years  on  a 
^n  whereby  that  city  is  to  control  its  physical  development  and  put 
an  end  to  indiscriminate  building  without  relation  to  neighbors,  prop- 
erty owners,  or  existing  values.  The  New  York  Commission  has  gone 
thoroughly  into  matters  of  height,  area,  air  space,  light,  and  other  phases 
of  the  problem.  It  has  established  so-called  "zones"  in  many  parts  of 
the  city,  and  has  fixed  regulations  as  to  buildings  in  tibe  <fifferent  zmies. 
^niis  comprehensive  city  plan  is  bound  to  make  ffMr  a  better  city  a& 
around,  but  particularly  will  it  result  in  a  general  and  beneficial  read- 
justment of  the  real  estate  situation.  The  zoning  idea  as  a  part  of 
Ae  general  and  comprehensive  city  plan,  which  has  long  prevailed  in 
European  cities,  is  taking  strong  hold  upon  American  municipalities. 

The  present  is  the  time  for  Pittsburgh  to  adter  her  ill-ordered,  un- 
profitable, and  wasteful  development 


EXCESS  CONDEMNATION 

Any  action  on  the  part  of  the  dty  that  increases  the  value  of  real 
estate  within  its  limits,  adds  to  the  amount  realized  frcmi  the  tax  on 
real  estate.  The  consideration  of  any  such  action,  therefore,  would 
seem  to  fall  within  the  province  of  this  Committee.  One  method  by 
whidi  Ae  dty  may  increase  its  taxable  values  is  by  promoting  the  most 
^cient  use  of  its  land.  This  is  not  always  brought  about  under  unreg- 
ulated private  ownership.  Not  only  is  land  left  out  of  use  or  very 
inadequately  improved,  thereby  depriving  the  city  of  the  full  enjoyment 
of  its  land,  but  not  infrequently  the  use  to  which  one  man  puts  his 
land  may  depreciate  the  value  of  all  surrounding  property.  Thus,  the> 
erection  of  a  manufacturing  plant  or  a  garage  in  a  hi^  dass  residence 
&d«hborhood  may  reduce  the  value  of  all  nearby  property,  or  the 
division  of  land  .into  excessively  small  parcels  may  prevent  its  best 
eomomic  development.  The  former  evil  may  be  controlled  to  a  large 
extent  by  the  adoption  of  the  so-called  zoning  system  already  described ; 
the  latter,  in  one  of  its  most  common  and  aggravated  forms,  by  the  use 
of  the  principle  of  excess  condemnation. 

By  excess  condemnation  is  meant  the  condemning  and  acquiring  by 
the  government  of  excess  or  additional  land  adjoining  that  taken  for 
a  public  use.  If  a  park  or  a  public  square  is  to  be  laid  out,  or  a  new 
street  opened,  or  an  old  one  widened  or  extended,  it  is  for  various  rea- 
sons important  that  the  dty  should  have  control  over  the  development 
of  adjoining  property.  In  the  case  of  a  park  or  a  square  it  might  be 
primarily  for  tfie  purpose  of  preventing  the  disfigurement  of  the  park 
by  the  erection  of  unsightly  or  otherwise  unsuitable  buildings  on  land 
in  close  proximity  to  it.  This  purpose  would  be  accomplished  by  selling 
tiie  land,  after  the  completion  of  the  improvement,  subject  to  such  build- 
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ing  restrictions  as  seemed  desirable.  Incidentally  the  city  would  benefit 
financially  in  two  ways.  The  completion  of  the  improvement  would 
enhance  the  value  of  the  adjoining  land,  thereby  enablmg  the  city  to 
sell  its  excess  land  for  more  than  it  paid  for  it;  and  the  vsilue  of  tms 
land  would  be  further  increased  by  the  existence  of  the  rcstncfaons  pro- 
tecting the  purchaser  from  undesirable  neighbors,  wherdqr  tne  aif  wottW 
derive  a  larger  permanent  revenue  from  its  real  estate  tax. 

In  the  case  of  street  openitags  and  widoiings  Ae  reasons  for  excess 
condemnation  are  even  stronger.  Runnmg  a  new  street  through  a  new 
section  of  the  dty  already  cut  up  into  small  lots  and  largely  built  up 
with  reference  to  existing  streets  almost  invariably  results  in  an  unde- 
sirable lot  plan  with  reference  to  the  new  street.  In  the  same  way  the 
widening  of  an  existing  street  usually  leaves  various  short  ends  or  irreg- 
ularly shaped  fragments  of  lots.  These  parcels  are  often  so  smaU  tbat 
they  cannot  be  profitably  improved  by  their  owners,  the  process  Of 
getting  them  consolidated  with  adjoining  property  wMc  they  are  m 
private  hands  is  a  vary  slow  one.  In  many  instances  the  pnce  that  the 
dty  has  to  pay  for  the  port  of  Ac  lot  it  acquires  would  practically  pay 
for  the  whole  lot,  the  viewers  regarding  the  fragmeats  left  in  the  hands 
of  the  owners  as  almost  worthless.  u    i  j 

In  the  case  of  street  openings  and  widenmgs  alike,  the  city  should 
have  the  power  to  acquire  by  condemnation  the  land  for  a  certain  dis- 
tance back  from  the  improvement.  It  could  then  disregard  existing  lot 
lines  and  replot  the  property  in  the  most  advantageous  way  with  refer- 
ence to  the  new  or  widened  street.  Here,  as  m  the  case  of  the  pubhc 
park,  the  city  would  benefit  by  the  increase  in  the  value  of  flie  land  due 
to  the  improvement,  an  increase  to  whidi  certainly  no  one  has  bet- 
ter claim  than  the  city  that  created  it;  and  perha^  qmte  as  much  by 
the  mcrease  due  to  the  rqplotting  of  the  land  adjoining  the  improvement, 
which  would  not  be  done,  or  would  be  done  very  slowly,  if  the  property 

remained  in  private  hands.  .    ,    ,  •     ^  ^i. 

The  State  of  Pennsylvania  has  already  recognized  the  merit  of  the 
principle  of  excess  condemnation.  In  1907  the  Legislature  passed  an 
act  authorizing  cities  to  acquire  land  for  parks,  parkways  and  play- 
grounds and  to  appropriate  neighboring  private  property  wiUm  two  hun- 
dred feet  of  the  boundary  line  of  such  property  so  taken,  and  autfaonzing 
tiie  re-side  of  such  neighboling  pr<^>erty  under  such  restrictions  as  would 
fully  protect  such  parks  and  parkways. and  declaring  that  such  an  ap- 
propriation is  a  taking  for  public  use.  In  1913,  in  the  case  of  the 
Pennsylvania  Mutual  Life  Insurance  Company  vs,  Philadelphta,  the 
Supreme  Court  of  the  State  held  that  the  part  of  the  act  providing  for 
excess  condemnation  was  unconstitutional,  drawmg  a  distinction  between 
a  public  use  and  a  use  resulting  in  a  public  benefit,  utility  or  advantage. 

It  would,  therefore,  require  a  constitutional  amendment  to  enable 
the  City  of  Pittsburgh  to  apply  the  principle  of  excess  condemnatioii  to 
acquiring  land  for  future  improvements.  Your  Committee  recommends 
that  the  city  use  its  influence  to  secure  the  necessaiy  coastitiitioaal  and 
legislative  enactments. 

DELINQUENT  TAXES,  TAX  LIENS  AND 

TAX  TITLES 

Your  Committee  is  of  the  opinipn  the  collection  of  taxes  in 
Pittsburgh,  up  to  the  fourth  year  of  ddinquenqr,  is  affectively  conducted, 
judging  solely  from  the  percentage  of  fte  levies  collected  within  this 
period.  We  believe,  however,  that  im^ovement  can  and  should  be 
£kde  in  the  collection  of  taxes  more  than  three  years  delinquent,  since 
h  is  apparent  from  the  record  that  such  long  term  delinquency  is  in- 
creasing. Appended  to  this  Report  is  a  table  prepared  by  your  Com- 
mittee, showing  the  eflBiciency  of  tax  and  water  rent  collections  from  and 


21 


after  the  first  year  of  delinquency  and  during  each  succeeding  year  up 
to  the  eighth.  Careful  scrutiny  of  this  table  will  show  that  each  year, 
for  several  years  past,  a  larger  portion  of  the  levy  remained  uncollected 
at  the  beginning  of  the  fourth  year  of  delinquency.  Thus,  of  the  tax 
levy  of  1908,  1.3  percent  remained  uncollected  at  the  beginning  of  the 
fourth  year;  whereas,  of  the  tax  levy  of  1912,  2  percent  remained 
uncollected  at  the  beginning  of  the  fourth  year.  It  is  probable  ib^t  smy 
effective  plan  for  deaning  up  delinquent  tax  accounts  after  the  third 
year  must  be  accompanied  by  an  effective  method  of  securing  payment 
of  municipal  and  tax  liens  and  of  quieting  the  titles  to  properties  acquired 
by  the  city  at  sheriffs'  sales  under  such  liens. 

Leniency  and  tardiness  by  public  officials  in  the  collection  of  taxes 
is  a  benefit  to  neither  the  city  nor  the  taxpayers.  The  time  of  filing 
Hen,  after  delinquency  occurs,  as  provided  by  present  law,  should  be 
scrupulously  observed.  When  the  city  has  acquired  lien  against  the 
property,  it  should  be  promptly  brought  to  sheriff's  sale  for  the  satis- 
faction of  the  lien,  unless  the  lien  itself  can  be  sold  at  public  bid  to 
satisfy  the  city's  claim.  Whether  the  property  is  brought  to  sale  by 
tile  city  under  tiie  lien,  or  the  lien  itself  is  sold,  to  save  the  dty  the 
expense  and  the  disagreeable  necessity  of  foreclosing  under  it,  the  neces- 
sity exi^  of  proceeding  promptly,  uniformly  and  methodically  to  collect 
delinquent  taxes  ^nd  municipal  assessments.  In  either  case,  the  right  of 
redemption  by  the  former  owner,  within  a  reasonable  time  after  the  lien 
is  filed,  can  be  preserved.  The  government  should  be  no  respector  of 
persons,  to  the  extent  of  discriminating  between  delinquents,  or  holding 
out  false  hopes  of  delay  or  leniency  in  such  matters.  It  should  not  be 
within  the  discretion  of  officials  to  do  so.  Only  by  strict  enforcement 
of  collections  upon  delinquent  accounts  can  the  growth  of  delinquency  be 
stopped  and  just  administration  of  the  tax  laws  be  secured. 

Reference  may  here  be  made  to  the  practice  of  New  York  City  in 
sdling  its  tax  liens  at  public  sale  to  the  highest  bidder,  thus  relieving  the 
city  of  a  disagreeable  task,  liquidating  promptly  city  claims  for  unpaid 
taxes,  reducing  the  expense  and  care  of  city  properties  purchased  to 
protect  liens,  and  giving  to  the  delinquent  on  whose  property  the  lien 
stands  an  extension  of  three  years'  time  in  which  to  redeem  his  prop- 
erty- Under  the  New  York  plan,  when  any  item  of  taxes  or  assessments 
is  in  arrears  for  more  than  three  years,  it  is  the  duty  of  the  collector 
of  assessments  and  arrears  to  advertise  a  sale  of  the  city's  liens  for  all 
the  arrears  which,  may  be  due  up  to  a  date  named  in  the  advertisement 
of  the  sale.  , 

At  the  sale  the  bidders  oflEer  the  rate  of  interest  which  they  are 
willing  to  receive  upon  the  amount  of  the  tax  lien,  not  exceedmg  12  per 
cent  The  city  issues  a  transfer  of  its  tax  lien  to  the  successful  bidder. 
This  transfer  of  tax  lien  is  almost  exactly  like  a  first  mortgage  on  the 
property.  If  the  owner  of  the  property  pays  semi-annual  mterest  at  the 
rate  provided  for  in  the  transfer  of  tax  lien,  he  has  three  years  m  which 
to  pay  the  principal.  If  the  owner  of  the  property  defaults  in  paymg 
the  interest  or  the  principal  sum  when  due,  the  holder  of  the  transfer 
of  tax  lien  may  foreclose  it  in  the  same  manner  as  he  would  foreclose 
a  first  mortgage.  When  this  property  is  sold,  the  buyer  receives  as  good 
a  title  as  is  known  to  the  law.  The  purchase  money  is  paid  into  court; 
the  amount  due  on  the  transfer  of  tax  lien  is  paid  to  the  holder,  and  the 
surplus  is  held  for  the  benefit  of  the  owner  of  the  property. 

Practically  all  the  transfers  of  tax  liens  find  bidders.  The  average 
rate  of  interest  is  about  7  per  cent.  The  constitutionality  of  the  law  has 
been  upheld  by  the  highest  court  The  city  gets  its  money  promptly; 
it  shifts  to  a  private  person  the  trouble  of  bringing  proceedings  to  en- 
force payment  The  plan  is  fair  to  tax  payers  in  that  it  gives  them, 
first  three  years  before  proceedings  are  commenced,  and  second,  three 
years  more  if  interest  is  paid  promptly  and  subsequently  accruing  taxes 
are  paid  within  six  months. 
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A  somewhat  similar  system  of  selling  liens,  in  connection  with  an 
effective  method  of  quieting  tax  titles  and  disposing  of  properties  acquired 
by  the  city  under  tax  liens,  is  recommended  by  your  Committee  for 
Pittsburgh. 

The  title  which  the  city  now  establishes  in  purchasing  property^ at 
sheriff's  sale  under  municipal  or  tax  liens  depends  upon  statutes  whicb 
lay  down  in  detail  the  procedure  that  must  be  followed  in  such  cases. 
In  obtaining  such  statutory  title,  the  slis^test  omission  or  error  in  con- 
forming wiSi  the  requirements  of  the  law  interferes  with  the  establishing 
of  a  valid  and  indefeasible  title  in  the  name  of  the  city.  The  extent 
of  this  weakness  in  the  titles  of  properties  at  present  owned  by  the  city 
is  not  definitely  known.  But  the  fact  that  weaknesses  exist  in  some 
cases  throws  an  element  of  uncertainty  into  the  situation  that  makes  it 
difficult  for  the  city  to  sell  the  accumulated  properties.  The  title  com- 
panies and  attorneys  in  most  cases  refuse  to  accept  such  tax  titles.  It 
appears  that  carelessness  has  been  displayed  in  following  out  the  re- 
quirements of  the  law,  and  that,  if  they  should  be  sold,  the  city  would 
be  unable  to  convey  good  title  to  some  of  these  parcels  of  land.  It  is 
evident  that  this  condition  interferes  with  Ae  sale  of  dty  prop^ties. 

The  city  treasury  suffers  just  to  the  extent  that  doubtful  titles  inter- 
fere with  the  sale,  or  reduce  the  selling  value,  of  such  properties.  While 
in  possession  of  the  dty,  they  return  no  tax,  iuid  increase  the  expense 
of  administration.  The  dty  should,  and  undoubtedly  does,  purchase  sudi 
properties  only  in  self-protection,  and  sell  them  as  soon  as  possible.  In 
many  cases,  Ae  properties  are  not  worth  the  amount  of  the  accummu- 
lated  assessments  and  costs,  and  a  loss  will  be  sustained  by  the  city  upon 
them.  In  other  instances,  a  profit  may  be  realized  from  their  sale,  acting 
as  a  partial  offset  to  the  losses  on  other  parcels. 

It  has  been  suggested  that  in  the  absence  of  adequate  means  for 
quieting  the  title  to  any  property  which  has  been  sold,  or  which  it  is 
desired  to  sell,  the  city  should  be  enabled  to  give  a  general  warranty 
deed,  and,  where  desirable,  guarantee  the  title  of  the  property  sold,  when- 
ever by  so  doing  a  more  active  market  or  better  prices  can  be  secured. 
It  should  be  noted,  however,  that  legal  difficulties  might  obstruct  such 
a  plan.  The  city  officer  in  charge  of  properties  to  be  sold  should  be 
vested  with  authority  to  proceed  imder  the  Act  of  June  4th,  1915,  or 
other  legislation,  to  quiet  the  titles  to  properties  that  have  been  sold 
at  private  or  public  sale,  the  dty  reserving  a  reasonable  time,  not  to 
exceed  six  mon&s,  in  which  to  do  so.  If  the  Act  of  June  4th,  1915, 
should  not  prove  effective  in  quieting  tax  titles,  the  Law  Department 
should  recommend  otiier  legislation  calculated  to  accomplish  that  pur- 
pose. It  is  important  that  the  value  tied  up  in  these  city  properties 
should  be  released  whenever  possible  for  the  benefit  of  the  city  treasury 
and  that  properties  should  not  be  allowed  to  accumulate  in  any  large 
number  in  the  possession  of  the  city. 

Your  Committee  recommends  that  the  city  Law  Department  be  re- 
quested to  draft  a  mode  of  procedure,  under  which  all  properties,  or  the 
liens  on  same,  on  which  taxes  or  municipal  charge?  are  three  years  or 
more  in  arrears,  may  be  promptly  brought  to  public  sale  for  the  satis- 
taction  of  tax  or  municipal  liens.  Such  procedure  should  be  as  smiple 
and  inexpensive  as  possible,  omitting  all  unnecessary  advertising  ex- 
penses, cost,  etc.,  and  including  provisions  by  whidi  tiie  dty,  wlien 
deemed  necessary  or  desirable  in  the  protection  of.  tlie  public  interest, 
may  bid  upon  and  acquire  the  property  in  the  name  of  the  city.  The 
procedure  adopted  should  enable  the  dty,  by  such  amendments  to  exist- 
ing laws  as  may  be  found  necessary,  to  acquire  as  good  title  as  possible 
at  such  sale,  and  subsequently  to  quiet,  at  the  least  possible  expense,  any 
defect  found  in  any  such  title,  whfther  the  title  at  the  time  resides  in 
the  city  or  in  private  parties  who  have  acquired  ownership  through  the 
city.  This  should  apply  to  properties  now  owned  or  claimed  by  the  dty 
or  hereafter  acquired. 


23 


o 

I— I 

8  .2  o 

o  I  S 
°  go 


> 

S 


H  ;g  M 


ti  O 


CD 

og 


4J 

o 
a 


03 
0) 


CO 


T3 


CD 


00  00  CM      O  W  W 

00  00  ^  W  O)  «  »o 
O  C<9  00  O  ^  CO  CO  O 

« to  o  CO  ob  i>  i> 

O  I^OOW  05  00  CO  »o 

^^oococou?  to 


CO 

CM 
f— I 

o 

CD 


C0'^^00U)9OtO 
I>  CO       i-<  i-H 

tN.r-tf-.COOOOOO'-t 

t^cM05Cs»ococqcM 

CO  lO  CD  ^ '-^  CO  ^  O 
CO^00O5t>-'-''-'CO 
.-H  CO  CM  O --^Ci 

oi  00  0?    <P    i>  ^■ 


o 
I> 

CM 

CD 

CD 


 -fj 

 £ 

■    •    •    •  • 


s      •  ■ 


•    «    •  • 


6 


to 
d 


COCO 

do 


«  •  *  * 


■ 

o 


OOOOO 

dd^ 


owcpooooo^ 

O  CD  1-1  CO  O 


1-1  oi  o  CO  !^ 

OOXOSCOCMOOt^CS 
CM  05  OS  CO 

gd^gi^Qoc^cM 


CO  CD  CO  fx 


'^(cococMcDeoxo 

r^CM'-'X'-i'^^CD 
O  CM  CM_  CO  OS_  CD  CO  O 

00 5D       lO  o 

CDCOCMt^COcDXCO 
X  O  Oi  C^i"^  ^'"I'R 

i-hcmi-hcmtmcm  cico 


•     •  ■ 


>  •  •  • 
■  ■  •  • 
•    <     •  • 


•     •  • 


o 


to 
o 

X 


CO 

o 

X 

CO 
X 


-3 

o 


d 


do 


d 

CO 

d 


OS      I  r-lOO 


OCMCM-^  ■ 


w  ^  ft  CM    •    •  • 


CO 


•  ■•■,*•• 


cDOf^OiH  •  • 

•  •••••• 

m  1  «i4<«tM«9e«  •  • 


003  O  lO  X  CM 
1-i  CM  CM  C<l  CM 


CM 
CM 


O^t^t^XX   •  ■ 


CO 


xco^^^<o«  - 
d  ^ CO  CO  • 


to    I  xdbevooco-^  -  CM 


oaxc«r«»o>oabCM 
dod  wdevoo^ 


kO     I  COOf-lX*-ttOM9^ 


xoso^c^co-^o 


X  0>  O      CM  CO  ^  *0 


Ci  Oi  0>  a  d  d  0»  Oi  ^  I  ^0009999 
»-4r««i-4i^»Ht-HfHFH  I    »^     *N     »^  «  m 


s 


EXEMPTIONS  FROM  TAXATION 


The  following  list  shows  the  property  in  the  City  of  Pittsburgh 
exempted  from  taxation  in  1915,  divided  into  classes: 

Valuations  Establidied  by  the  City  Assessors  and  the  County 
Assessors  on  Property  in  the  Qty  of  Pittsburgh  Exempt  from  Taxa- 
tion: 


CSty  (a) 
AMeMment 


County  (b) 
Aflsessment 


iQ^lmyp|i^0-  •■•■■••>••••■•••■* 

EUlOOl  sad  Colleges  

Hosi^tals  

Asylums  and  Homes   • 

Y.  M.  C.  Associations  

Bath  Houses  /  • '  • 

Reli^ous  and  Obfliitslile  AMocwtidns. 

Charities  

Cemeteries  

PiritlUe  Utility  CorpofnttoiiB*  

OomiBant  Owned  

ToUl  


22,957,207 
20,974.688 
8,265,948 
4.059,037 
1.255.519 
189.045 
489.279 

'7,464.344' 

22,306.094 

77,152,633 


$165,1 13.m 


$  24.544,850 
21.037,960 
6.185.260 


2,119.930 
4,992,070 
44.352,950 
74,906,790 


{«) 

$178,139,800 


(%)  Report  of  City  Board  of  Assessors  for  the  year  ending  December 
(b)  Fr<Ji^flirw  suppMea  by  the  BoMd  fW  the  A-essment  and  He- 
re) A  dilcrrpanV  exists  between  this^  figure  and  the  one 
^  '         sho^^  Khe  Re         of  the  Board  for  the  Assessment  and  Re- 

vK?  of  Taxes  to  the  Secretary  of  Internal  Affairs,  due  ^to^ 

error  in  classifying  the^  P^'^P^"^^^^^ 

Report"  (|168,9ro.$M)  should  be  ace^ted  ae  the  more  authen* 
tic 

At  the  public  hearings  held  by  this  Committee,  and  at  the  regrular 
meetinffrof  the  Committee,  the  one  question  most  frequently  raised, 
perhaps,  was:  Shall  churches,  colleges,  hospitals,  cemeteries,  charitable 
institutions,  and  public  service  corporations  be  permitted  to  continue 
in  the  enjoyment  of  exemption  from  local  taxation?  The  exemption 
of  public  service  corporations  is  discussed  elsewhare  in  this  K^rt.  A 
brief  analysis  of  the  situation  as  it  aff erts  the  <f»««:  <^i^s  M  ^"'^'^li: 
tions  mentioned  wUl  prove  helpful.  Let  it  be  underatood  that  the  prob- 
lem is  <»ic  of  public  finance,  not  of  private  sentiment. 

The  basis  for  exemptions  of  any  kind  is  contained  in  the  Constitu- 
tion of  Pennsylvania,  which  permits  the  Legislature  to  enact  general 
laws  exempting  from  taxation  "public  property  used  for  public  purposes, 
actual  places  of  religious  worship,  places  of  burial  not  used  or  held  for 
private  or  corporate  profit,  and  institutions  of  purely  public  chanty. 
By  virtue  of  this  authority,  the  Legislature  has  from  tune  to  time  ttia^ed 
general  laws  on  the  subject,  and  it  is  in  pursuance  of  these  states  that 
assessing  bodies  within  the  State  are  exempting  from  taxation  flie  classes 

of  faistitutions  listed  above  .         .         ,  ^u^^ 

The  Legislature  has  construed  its  constitutional  authority  rather 
broadly;  the  Courts  have  been  equally  broad  in  construing  the  words 
"purely  public  charity" ;  and  assessors  and  boards  have  stretched  the  law 
to  the  point  where  taxpayers  have  a  very  just  cause  for  complaint. 

It  is  a  gross  misplacing  of  authority  to  allow  assessors  or  assessing 
bodies  to  decide  the  question  of  exemptions.  Their  duty  is,  shoi^ 
be  that  of  valuation.  The  allowance  of  an  exemption  is  a  very  tedh- 
nical  question,  quasi- judicial  in  its  nature.  For  example,  the  law  rc- 
ouires,  amcmg  otiier  thmgs,  that  institutions  to  be  exempt  must  be  in 
actual  use  for  tiie  purposes  intended;  that  the  entire  revenue  of  the 
property  sought  to  be  exempted  be  used  for  those  purposes;  and  pro- 
vides that  all  land  not  necessaty  for  the  convenient  occupancy  and  en- 
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joyment  of  present  or  future  buildings  shall  not:  be  exempted;  and  that 
the  institution  shall  have  the  legal  or  equitable  title  to  the  land.  Further- 
more, in  construing  the  words  "purely  public  charity,"  it  has  been  decided 
that  "a  charity  whose  bounty  is  confined  to  members  of  a  church  or 
voluntary  society  is  not  purely  public,"  and  is  therefore  not  exempt, 
(White's  ^Constitution  of  Pennsylvania"  1907  Edition,  page  417,  re- 
ferring to  case  of  Philadelphia  vs.  Masonic  Home,  160  Pa.,  572.)  Ob- 
viously the  authority  to  allow  an  exemption  should  not  be  placed  in  the 
hands  of  the  assessors. 

Attention  should  also  be  called  to  a  fault  in  administration  which 
has  long  existed,— the  assessor  or  assessing  body  exempts  on  insufficient 
knowledge.  An  exemption  from  taxation  is  a  special  privilege  which 
should  be  granted  only  upon  petition.  The  petition  should  be  presented 
annually,  on  some  suitable  form  devised  to  set  forth  all  the  facts  entitling 
the  petitioner  to  exemption,  and  should  be  sworn  to  by  the  proper  par- 
ties. The  Controller  should  then  decide  whether  the  petitioner  is 
entitled  under  tiie  law  to  an  exemption,  having  the  assessors  check  up 
the  facts,  and  being  assisted  in  his  decision  by  competent  legal  advice. 
It  is  believed  that  many  Ihousands  of  dollars  will  be  saved  to  the  city 
and  county  by  this  requirement.  Your  Committee  feels  convinced  that, 
without  some  sworn  petition,  considerable  property  not  entitled  to  exemp- 
tion will  escape  or  is  escaping  taxation.  This  plan  should  be  put  into 
effect  at  once. 

It  is  further  recommended  that  all  classes  of  exempt  institutions  be 
required  to  pay  their  share  for  all  local  improvements,  such  as  the 
opening  of  new  streets,  the  laying  of  sidewalks,  sewers,  etc  We  arc 
informed  that  for  most  of  these  improvements  it  is  not  the  practice  to 
assess  against  an  institution  in  the  exempted  class,  because  of  its  doubt- 
ful legality.  Your  Committee  does  not  undertake  to  interpret  the  law, 
but  wishes  to  quote  from  White's  "Constitution  of  Pennsylvania"  (1907 
Edition,)  and  to  suggest  that  if  the  quotation  below  does  not  represent 
the  law  on  the  subject  as  it  exists  to-day,  then  the  statute  should  be 
amended  to  conform. 

"It  may,  therefore,  be  considered  to  be  settled  law  mat  adiial 
places  of  religious  worship,  places  of  burial  not  used  or  held  for 
private  or  corporate  profit,  and  institutions  of  purely  public  diari^ 
are  not  exempted  from  assessments  for  local  improvements.** 
This  is  another  instance  of  wh^e  a  considerable  sum  may  {Mroperly 
be  brought  into  the  local  treasury  each  year. 

A  consideration  of  the  various  classes  of  religious,  educational  and 
charitable  institutions  now  enjoying  exemption  from  annual  taxation, 
and  the  reasons  for  exemption,  will  now  be  undertaken.  The  city  figures 
for  1915  will  be  used: 

.  1.  Churches   $22,957,207 

2.  Schools  and  CoUeges  ......  20,974,688 

3w         Hospitals       MM..*M.M.M.Mm.M«MM«MM....M...MMM*M*M«**.M««.*  8,265,9^13 

4.  Oemetenes  ••••••••m..m.........m*m...>  h.....m..  7 ,^I64'|344 

5.  Asylums,    Homes,    Young    Men's  and 

Women's  Associations,  Bath  Houses 
and  Sundry  Charitable  and  Religious 
Associations  5^.880 

The  general  economic  reason  underlying  the  principle  of  exemption 
of  institutions  devoted  to  the  public  good  and  not  maintained  for  private 
profit  is  ihat  these  institutions  are  f  urnishixig,  at  no  expense  to  'tiie  local 
community,  some  benefits  in  some  fork  which  that  cMnmunity  would 
otiivwise  have  to  furnish  at  its  own  expense.  In  theory,  at  least,  a 
much  better  plan  than  that  of  exemption  would  at  first  glance  seem  to 
be  for  the  city  and  county  to  tax  all  exempt  institutions  the  same  as 
those  non-exempt,  and  then  to  give  to  such  as  are  entitled  to  aid  some 
financial  assistance,  proportionate  not  only  to  the  benefits  conferred  upon 
Uie  general  public  but  also  to  the  amount  that  the  city  and  county  are 


26 


relieved  from  direct  expense  by  the  existence  of  such  institutions.  Under 
a  ok^  inSS^eking  aid  from  the  city  and  county  would  be 
JSuired  to  conf om  "o  Srtai?  standards,  and  give  full  intormation  as 
S^SSr  a^Srwhich  information  could  be  given  proper  publicity 
But  i?may  ^opedy  be  objected  that,  under  such  a  system,  the  city  and 
countv  might  give  more  in  aid  than  they  now  allow  in  exemptions,  and 
Sat  tL^lfore  \hc  plan  would  be  financially  a  poor  one.  f ^  fSumjH 
tion,  therefore,  that  a  modified  exemption  plan  would  be^e  sai«^<»e 
to  adopt,  some  of  tlie  defects  in  the  present  system  may  briefly  be 

mdicat^ed.  ^^^^^  unanimous  in  believing  that  the  exemption  system 
should  be  radically  revised,  but  in  the  comparatively  short  time  at  its 
Ssal  it  has  been  unable  to  decide  upon  the  most  practical  method 
It  is  stroncrly  urged  that  this  matter  be  given  state-wide  attention  and 
s  udy,  with  I  vifw  to  arriving  at  some  definite  plan  Exemptions  if 
allowed  at  all,  should  be  limited  by  a  consideration  of  ^ ^  f e^^t^OTK^^fi 
the  value  of  the  exempted  property  bears  to  the  benefits  denved  by  the 
public.  The  various  avenues  of  approach  to  the  accomphshment  ot 
changes  in  our  exemption  system  are  as  follows:  (A)  a  constitutional 
amendment  forbidding  exemptions  of  any  properties  except  those  gov- 
eSS«S2wnS  ;  or  (B)  an  let  of  the  Legislature  repealing  the  exemp- 
tion  laws  except  those  aflFecting  government-owned  property ;  oi  C<-) 
an  act  of  the  Legislature  specifying  certain  definite  limits  ot  exemption  or 
leaving  the  matter  of  specifying  them  to  a  State  commission;  or  (D) 
an  act  of  the  Legislature  giving  home  rule  to  the  county  and  city  on  the 
subject  of  exemptions  and  the  limits  thereof. 

If  all  exemptions  were  abolished,  a'  church  or  cemetery  with  prop- 
erty of  an  assessed  valuation  of  $100,000  would,  under  present  tax  rates, 
have  to  raise  a  little  more  than  $2,000  annually  to  pay  the  tax,  and  a 
college  or  hospital  with  a  $1,000,000  property  would  have  to  provide 
somrthing  over  $20,000  to  pay  its  tax.  In  the  case  of  such  institutions 
as  are  patronized  by  persons  from  outside  the  city  and  county,  it  has  been 
argued  that  it  would  be  proper  to  shift  the  tax  burden  away  from  the 
city  and  county  either  upon  the  supporters  of  the  institutions  or  upon 
the  State  by  an  increase  in  the  amount  of  State  aid.  On  this  phase  of 
the  subject  vour  Committee  has  no  comments  to  make.        ,  ,     _^  . 

Assuming  that  either  (C)  or  (D)  should  be  adopted,  what  meBiods 
of  limiting  the  amount  of  exemption  are  available?  In  the  case  of  a 
cemetery  it  is  comparatively  simple;  its  exemption  could  be  limited  to 
that  proportion  of  the  assessed  vahie  of  the  property,  which  the  mini- 
mum suitable  area  for  one  grave  multiplied  by  the  actual  number  of 
occumed  graves,  bears  to  the  entire  area  of  the  cemetery.  In  such  a 
case  there  would  be  taxed  only  extravagantly  large  cemetery  lots,  and 
the  large  acreage  held  for  the  future,  the  tax  upon  which  would  not  be 
burdensome  to  the  living  who  are  reserving  it  for  their  future  use. 

The  schools,  colleges,  hospitals,  asylums,  etc.,  in  groups  2,  3  and  5 
above,  with  valuations  of  about  thirty-five  miUions  of  dolkrs,  present 
a  more  difficult  problem.  Let  attention  again  be  called  to  the  tact  that 
there  should  be  some  relation  between  the  value  of  the  property  exempted 
and  the  benefits  derived  by  the  public.  For  example,  a  hospital,  an 
asylum  or  a  college,  having  a  million  dollars'  worth  of  property  ex- 
empted by  the  community,  should  be  expected  to  benefit  a  larger  number 
of  people  than  a  similar  institution  that  is  allowed  to  withhold  from  the 
treasury  of  the  taxing  body  the  tax  on  only  one  hundred  thousand  dol- 
lars' worth  of  property.  It  may  be  possible  that  a  truly  scientific  method 
can  be  devised.  One  method  which,  however,  presents  some  practical 
difficulties  would  be  to  ascertain  the  relation,  first,  between  the  buildmg 
value  and  the  number  of  persons  served  per  day  by  the  average  good 
institution  economicaUy  constructed,  and  second,  separately  in  cities, 
towns  and  smaller  political  subdivisions,  the  relation  between  the  land 
value  and  tiie  number  of  persons  served  per  day  by  the  average  good 
institution  properly  located  in  a  district  with  land  values  relatively 
low    Witii  Sttdi  figures  as  units,  the  proper  exemption  of  taxation  on 
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buildings  and  land  of  a  college,  for  example,  cotild  be  found  by  a  mere 
process  of  multiplication,  the  unit  per  student  per  day  being  one  factor, 
the  other  factor  being  Ihe  number  of  "student  days,"  with  possibly  an 
additional  allowance  for  each  free  scholarship.  Similarly,  the  unit  of 
inmates  per  day,  with  an  allowance  for  free  wards,  would  suggest  itself 
in  the  case  of  hospitals,  and  like  units  for  asylums  and  other  institutions. 
The  net  result  of  such  a  plan  would  be  to  exempt  in  full  the  suitably 
located,  economically  constructed  and  fully  used  institution  of  any  class, 
and  to  tax  other  institutions  to  the  extent  that  they  fall  short  of  this 
ideal.  The  plan  would  more  equitably  distribute  tiie  exemption  privilege 
and  properly  bring  in  more  tax  to  the  community,  and  incidentally^  it 
would  prove  corrective.  The  question  as  to  what  body  would  determine 
these  standards  would  depend  on  whether  (C)  or  (D)  were  adopted. 

Were  it  not  for  the  express  mention  of  churches  in  the  Constitu- 
tion and  their  exemption  by  the  Legislature,  the  courts  would  probably 
hold,  as  they  did  in  one  case  before  them,  that  an  institution  whose  bene- 
fits are  confined  to  the  members  of  a  voluntary  society  is  not  so  purely 
public  in  its  nature  as  to  entitle  it  to  an  exemption.  A  number  of  in- 
dividuals and  public  officials  at  meetings  of  your  Committee  urged  that 
the  exemption  of  churches  should  be  removed.  (It  may  be  recalled  that 
there  was  diurch  property  to  the  value  of  nearly  $25,000,000  exempted 
in  1915.)  It  was  even  urged  by  one  individual  that  the  churches,  if 
taxed,  would,  by  passing  this  tax  on  to  the  members  of  their  congrega- 
tions interest  financially  in  the  economical  administration  of  the  city  and 
county  a  number  of  persons  not  now  interested,  to  the  ultimate  b^efit 
of  all  concerned. 

If  plan  (C)  or  (D),  and  not  (A)  or  (B),  were  employed,  however, 
it  seems  to  your  Committee  probable  that  there  are  millions  of  dollars' 
worth  of  church  property  exempted  in  the  City  of  Pittsburgh  that 
should  not  be,  under  proper  exemption  limits.  Exemption  should  be 
limited  to  the  minimum  adequate  building  and  tiie  minimum  suitably 
located  land.  The  same  reasoning  applies  here  as  advanced  in  connec- 
tion with  collies,  hospitals,  etc,  excepting  that,  owing  to  the  varti^oa 
among  religions  and  forms  of  worship,  neither  "use  per  day,"  nor  seat* 
ing  capacity,  nor  number  of  members  of  a  oongt^aticm  forms  a  proper 
basis  for  computation. 

Such  being  the  case,  therefore,  and  lacking  a  practical  numerical 
basis,  one  method  suggested  (which  assumes  in  favor  of  the  churches, 
that  they  are  not  larger  than  they  need  be)  concerns  itself  with  reason- 
able building  and  land  values.  If  the  relation  were  ascertained  between 
the  value  of  an  adequate  but  simple  building  and  the  number  of  square 
feet  it  occupied,  a  price  per  square  foot  for  building  exemption  would 
be  arrived  at;  and  the  land  exemption  should  certainly  not  be  higher 
than  the  maximum  square  foot  (or  front  foot)  price  of  residence  prop- 
erty in  the  neighborhood  multiplied  by  the  number  of  square  feet  (or 
front  feet  on  the  entrance  side)  necessary  for  the  building,  and  an  addi- 
tional percentage  allowance  for  surrounding  grounds.  The  result  would 
be  to  exempt  the  suitably  located  and  economically  built  place  of  worship 
and  to  tax  others  to  the  extent  only  that  they  are  expensively  located 
or  luxurioudy  constructed;  and  for  this  privilege  of  extravagance  or 
luxury  no  person  in  the  community  ^ould  be  expected  to  pay  in  the 
shape  of  an  increased  tax  on  his  home  or  other  property.  A  church 
erected  in  a  residence  district,  with  a  front  foot  valuation  of  five  hun- 
dred dollars,  which  finds  in  the  course  of  time  that  its  members  have 
moved  away,  and  that  the  street  has  become  a  business  thoroughfare, 
with  land  values  of  five  thousand  dollars  per  front  foot,  should  be  prop- 
erly made  to  feel  the  tax  pressure  to  the  extent  that  it  has  ceased  to  be 
properly  located,  to  induce  it  to  dispose  of  the  property  (so  that  the 
latter  would  return  to  the  dty  and  county  tax  rolls  for  full  taxation,) 
and  to  move  to  a  more  suitable  (and  exempt)  location* 

One  other  method  of  setting  limits  to  exemptions  suggests  itseif; 
lUmiely,  to  allow  all  institutions  of  a  particular  class  a  flat  exemption — 
say,  for  example^  churches  $50(,000,  hospitals  $10(^000,  and  so  on  tfarooj^ 
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the  various  classes.  While  this  plan  is  much  easier  of  application^  it 
is  very  crude,  and  would  work  out  unjustiy  in  many  instances. 

A  f urtiier  suggestion  has  been  made  in  case  (C)  or  (D)  should  be 
adopted.  This  is  tiiat  any  mstitution  in  the  exempted  class  desirmg  to 
pufdiase  property  for  one  of  tiie  exempted  uses,  or  desirmg  to  put  prop- 
erty, which  it  already  owns,  to  one  of  the  exempted  uses,  shall  be  re- 
quired to  petition  the  Court  of  Common  Pleas  for  permission  to  do  so; 
and  in  default  of  such  petition,  or  in  case  the  petition  is  retused  and 
the  institution  proceeds  nevertheless,  all  right  to  exemption  shall  be  for- 
feited. The  reason  for  this  suggestion  should  be  apparent  The  com- 
munity depends  for  its  revenue  largely  upon  a  tax  on  realty;  no  one 
person  or  group  of  persons  or  institution  should  be  allowed  tiie  benefit 
of  an  exemption  in  the  future  unless  the  commumty,  acting  through  its 
courts,  is  satisfied  that  the  property  to  be  taken  practically  off  its  tax 
books  is  suitable  by  reason  of  its  location  and  size  for  the  purposes  in- 
tended. This  would  tend  to  prevent  cemeteries,  hospitals,  asylums, 
churches,  etc.,  from  locating  at  the  mere  whim  of  some  individuals,  in 
places  unsuitable  by  reason  of  high  ground  values,  the  character  of  sur- 
rounding residences,  or  from  other  considerations;  the  penalty  for  per- 
sistence in  this  course  contrary  to  the  public  wish  being  the  reqmr«nent 
to  pay  taxes  the  same  as  unexempted  individuals.  ^ 

While  your  Committee  has  limited  its  actual  reomimendations  on 
that  part  of  the  exemption  problem  treated  above  to  an  annual  petition 
for  exemption  addressed  to  the  Controller,  the  removal  of  the  exemp- 
tion of  assessments  for  public  improvements,  and  a  radical  revision  of 
the  whole  exemption  system,  it  has  injected  into  this  Report  a  discussion, 
at  some  length,  of  the  lines  along  which  revision  may  be  attained,  for 
the  reason  that  the  subject  is  of  such  importance  that  it  should  not  be 
overlooked.  . 

As  previously  noted,  the  question  of  the  exemption  of  public  ttanty 
corporations  is  treated  elsewhere  in  this  Report  On  tiie  subject  of  the 
exemption  of  government  property,  your  Committee  has  no  recommen- 
dations to  propose.  The  graded  tax  law  providing  for  a  diflferent  rate 
on  buildings  in  cities  of  the  second  class  is  also  treated  elsewhere  in 
this  Report;  and  for  the  sake  of  convenience  and  economy  of  spacey 
local  exemption  of  machinery  is  discussed  in  connection  with  exemption 
of  tmmnf^nr^ns  corporations,  under  the  subject  of  Corporation  Taxes. 


EXEMPTION  OF  PUBLIC  UTILITY 
CORPORATIONS 

It  seems  fair  to  assume  that  a  corporation  should  pay  all  taxes  that 
an  unincorporated  business  pays,  plus  a  tax  for  the  corporate  pnviW- 
It  should  be  equally  clear  that  public  utility  corporations,  such  as  rail- 
roads, stteet  railways,  tel^aph  and  telephone  companies,  gas  and  elec- 
tric light  and  watw  companies,  and  the  like,  should  pay  all  the  taxes 
that  other  corporations  pay,  plus  an  additional  tax  for  the  monopolistic 
rights  they  enjoy.  This  line  of  reasoning  can  hardly  be  questioned  so 
long  as  such  corporations  are  conducted  purely  for  private  profit,  the 
public  not  sharing  in  the  earnings  either  in  the  form  of  dividends,  or 
by  way  of  improved  service  or  decreased  rates.  This  additional  tax  is 
quite  properly  based  on  the  gross  recdpts;  amd  while  in  tiieory  it  should 
inure  to  the  benefit  of  the  local  community  where  the  franchise  is  en- 
joyed,  yet  the  sqwiration  of  taxes  is  such  in  Pennsylvania,  the  State 
surrendering  some  of  its  rights  to  taxable  subjects  in  exchange  for  a 
similar  surrender  on  the  part  of  its  political  subdivisions,  that  no  ob- 
jection can  be  found  to  the  State  taking  this  tax  on  gross  receipts.  But 
that  public  utility  corporations  should  enjoy  an  exemption  from  local 
taxation  is,  in  the  opinion  of  your  Committee,  altogether  wrong.  In 
1915  over  $22,000,000  worth  of  property  of  public  utility  corporations 
was  exempted,  under  the  pr^ent  laws,  by  the  CSty  of  Pittstmrgh,  and 
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a  great  deal  more  by  Allegheny  County.  (See  schedule  of  exemptions 
under  title  of  '^Exemptions"  elsewhere  in  this  Report.)  This  property 
should  all  be  made  the  subject  of  taxation. 

^  Difficulties  of  administration  are  not  insuperable.  A  suggested  plan 
would  be  for  a  central  State  assessing  body  to  assess  all  ordinary  prop- 
erty of  public  utility  corporations,  such  as  terminals,  car  barns,  power 
houses,  office  buildings  and  the  like,  as  well  as  to  assess  rights  of  way 
and  similar  forms  of  property,  this  state  body  assessing  the  entire  value 
of  such  forms  of  property  within  its  borders  and  distributing  it  among 
the  counties.  In  this  distribution  among  the  counties,  two  factors  should 
be  taken  into  account;  the  number  of  units  (miles  of  track,  for  example, 
in  the  case  of  railroads)  of  the  property  within  the.  respective  counties, 
and  the  relative  total  assessed  valuation  of  real  estate  witiiin  the  same 
counties.  With  this  distribution  thus  made  with  a  sufficient  approxima^ 
tion  to  equity,  each  county  assessing  body  could  distribute  the  value  so 
arrived  at  among  the  cities^  townships  and  boroughs  by  ^e  same  method 
of  computation. 

It  can  readily  be  seen  that  the  removal  of  the  partial  exemption  from 
local  taxation  now  enjoyed  by  public  utility  corporations  would  greatly 
increase  the  local  revenues  without  working  any  injustice. 


WATER  RATES 

Your  Committee  recommends  that: 

1.  Charges  for  water  furnished  by  the  City  to  consumers  be  con- 
sidered not  as  a  tax  but  as  the  price  paid  for  a  commodity. 

2.  The  Water  Department  be  operated  as  a  self-sustaining  depart- 
ment. 

3.  The  City  pay  for  water  used  for  public  purposes. 

4.  The  City  appoint  some  person  or  persons  to  determine  tiie  cost 
of  supplying  water  and  the  proper  distribution  of  charges  or  rates. 

There  is  no  apparent  reason  why  such  an  investigation  should  in* 
volve  any  considerable  time  or  expense.  Doubtless  the  City  has  com- 
plete records  showing  the  location,  character,  age,  cost  and  condition  of 
the  various  plant  assets.  We  are  of  the  opinion  that  a  competent 
hydraulic  engineer  assisted  by  an  expert  from  the  Controller's  Depart- 
ment and  an  expert  from  the  Water  Department  could  within  a  short  ^ 
time  and  at  small  cost  obtain  all  the  necessary  information. 


MUNICIPAL  INCOME  FROM  LICENSES, 

PERMITS,  ETC. 

* 

The  income  of  the  City  of  Pittsburgh  from  licoises  is  derived  mainly 
from  liquor  licenses,  which  pay  over  $600,000  annually  out  of  a  total 
of  $800,000  derived  from  licenses  and  permits.  The  $200,000  in  fees  and 
licenses  collected  from  other  sources  than  the  liquor  trade  is  derived 
from  over  a  hundred  various  impositions,  including  licenses  to  bill  post- 
ers, engineers,  peddlers,  plumbers,  slot  machines  and  amusement  enter- 
prises, use  of  privileges  in  the  public  parks,  issue  of  building  permits, 
and  from  various  privileges,  such  as  the  right  to  sell  ammunition,  drugs, 
etc  The  bulk  of  tiiis  miscellaneous  income  is  derived  from  tiie  hcensing 
of  amusement  enterprises. 

If  a  dozen  of  the  more  lucrative  sources  were  removed,  the  income 
derived  from  the  rest  would  be  very  small,  perhaps  less  than  $50,000  a 
year.  Indeed,  the  income  from  some  of  these  sources  is  less  perhaps 
than^  the  cost  of  collection,  and,  in  many  instances,  as  in  the  case  of 
lodging  houses,  practically  no  attempt  is  made  to  enforce  the  law  and 
collect  the  fees.  If  these  various  charges  are  to  remain  upon  the  statute 
book,  they  should  be  rigorously  enforced  and  collected. 
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The  present  system  of  charges  for  licenses,  permits  and  privileges 
is  the  outgrowth  of  a  series  of  special  ordinances,  passed  at  different 
times  and  by  different  councils,  without  regard  to  any  system  com- 
prehensive plan.  As  a  result,  the  present  chai^  are  hapharafd  ana 
unscientific,  poorly  enforced  and  yielding  insufficioit  revemic,  m  many 

cases,  to  justify  tiieir  existence.  ..^    .         ^      .  .  r 

Your  Committee  is  of  the  opinion  that  codification  and  revision  of 
all  of  the  special  charges  made  by  the  city  for  licenses,  permits  and 
privileges  should  be  undertaken  for  the  purpose  of  providing  more  uni- 
form and  scientific  charges,  increasing  the  revenue  of  the  city,  and  pro- 
vidini?  for  the  effective  enforcement  of  the  law.  The  work  done  along 
this  fine  by  the  Milwaukee  Citizens'  Bureau  of  Municipal  Efficiency  for 
the  Finance  Commission  of  Milwaukee  may  serve  as  a  guide. 

Suggestions  are  made  elsewhere  in  this  Report  for  mcreasing  the 
revenues  of  the  City  of  Pittsburgh.  Your  Committee  does  not  deem  it 
wise  at  this  point  to  make  further  isolated  suggestions  which  might 
slightly  increase  the  revenue  of  the  city  by  adding  to  the  already  cum- 
bersome system  of  license  and  permit  fees.  Many  additional  sources  of 
revenue  have  been  suggested,  some  of  which,  under  a  thoroughly 
scientific  scheme  of  licenses  and  permits,  would  perhaps  yield  in  ^  the 
aggregate  considerable  increased  revenue  to  the  city.  At 
the  adequate  enforcement  of  a  proper  system  of  charges  would  andou^- 
edly  reduce  the  expense  of  administering  them,  leaving  more  of  tlic 
funds  thus  collected  available  for  other  city  purposes. 

As  a  basis  for  the  revision  of  the  schedule  of  licenses  and  permits, 
it  should  be  borne  in  mind  that  license  and  permit  charges  are  founded 
upon  one  or  more  of  three  purposes :  .  . 

1.  To  compensate  the  city  for  some  special  service  or  privilege  ex- 

tended by  the  city  to  private  parties. 

2.  To  protect  the  health  and  property  of  the  community  by  regis- 

tering individuals  to  engage  in  certain  hazardous  occupations, 
do  certain  things,  or  keep  certain  property  which  possesses  some 
special  risk  to  the  public.  Hie  charges  in  such  cases  are  based 
upon  tiie  police  power  and  are  for  the  purpose  of  identifymg 
such  persons  or  things  and  judging  of  tiieir  competency  to  act 

3.  To  tax  persons  or  articles  not  otherwise  reached  by  taxation. 

Strictly  speaking,  this  is  not  a  proper  basis  for  the  issuance  of 
a  permit  or  license,  but  in  practice  it  is  the  reason  behind  many 
such  changes,  even  though  the  imposition  is  ostensibly  and  legally 
founded  upon  the  police  power.  Itinerant  peddlers,  ^f  or  ^instance, 
are  often  charged  more  than  a  mere  vehicle  or  driver's  hcxnse 
would  amount  to,  upon  the  theory  that  tiiqr  are  not  r^ched 
by  other  taxes  to  which  retailers  are  subject,  and  accordmgly 
should  be  licensed  at  a  higher  rate  than  o&er  vehicles  pay. 
Taxation,  under  the  guise  of  a  license  or  permit,  is  justifiable, 
if  at  all,  only  when  the  taxable  cannot  be  reached  through  tlie 
regular  channels  of  taxation.  ,  . 

When,  under  the  police  or  regulative  power,  the  license  is  issued 
strictly  as  a  matter  of  registration  and  identification,  so  that  it  may 
be  known  who  is  engaging  in  that  form  of  enterprise  or  occupaUon  in 
the  city,  the  charge  should  be  nominal  and  uniform,  regardless  of  the 
size  or  character  of  the  undertaking.  One  dollar  is  suggested  as  an  even 
amount,  which  should  cover  tlie  cost  of  issuing  licenses  m  such  cases. 
Police  identification  cards,  now  issued  free  by  the  Department  of  PubUc 
Safety,  might  come  under  this  beading,  if  there  is  any  justification  fw 

issuing  them  at  all.  .   .  ,  , 

When  the  issuance  of  a  license  or  permit  is  based  upon  some  service 
or  tirivilege  given  by  the  tity,  as  in  examining  engineers,  inspecting  the 
storage  of  explosives,  or  providing  special  fire  and  police  protection  to 
amusement  enterprises,  etc.,  the  fee  should  cover,  in  addition  to  the  uni- 
form charge  for  registration,  the  estimated  cost  of  the  services  rendered 
or  of  providing  protection  against  the  special  hazard  incurred  .in  p^- 
mitting  the  exercise  of  the  privilege  or  occupation.    In  such  cases,  the 
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fee  should  not  be  based  upon  what  "the  traffic  will  bear"  but  upon  the 
actual  cost  of  the  service  or  privilege  rendered.  In  other  words,  licenses 
and  permits  are  not  properly  revenue-producing  measures,  except  to  the 
extent  of  actual^  meeting  the  costs  of  administration. 

In  some  cases,  in  addition  to  registering  and  charging  individuals 
for  services  rendered  or  privil^s  granted,  it  is  desirable  to  add  some- 
thing in  the  nature  of  a  tax  representing  clear  income  to  the  ci^.  Tax- 
ation, in  this  form,  is  not  recommended  by  your  Committee  if  ajqr  Other 
means  exists  of  reaching  income  or  property. 

All  special  services  rendered  to  private  concerns  or  individuals  by 
me  city,  to  the  extent  to  which  they  accrue  strictly  to  private  benefit, 
should  be  diarged  for  at  cost,  so  as  to  be  self-sustaining.  This  means 
actual  costj  whenever  it  can  be  obtained  by  practical  and  efficient  meth- 
ods, or  estimated  cost  whenever  it  is  not  possible  or  practicable  to  ascer- 
tain the  actual  cost 

Taxes,  as  differentiated  from  purely  registration,  service,  rental  or 
permit  charges,  should  not  be  administered  tmder  liut  poUce  power  or 
supervision,  whenever  it  cam  be  avoided*  ^ 


INCOME  FROM  MUNICIPAL  PROPERTIES 

Properties  owned  by  the  City  of  Pittsburgh  should  be  made  to  pro- 
duce the  highest  available  returns  to  the  people  of  the  city. 

To  secure  and  maintain  an  efficient  administration  of  public  proper- 
ties your  Committee  recommends  that,  in  so  far  as  this  is  not  already 
the  case,  the  care  and  sale  of  municipal  property  acquired  under  munici- 
pal or  tax  liens,  or  otherwise,  and  intended  for  resale  or  lease  for  a 
private  use,  should  be  coordinated  in  one  of  the  city  departments  under 
the  direct  supervision  of  some  competent  official.  He  should  be  vested 
with  full  authority  and  charged  with  the  responsibility  of  maintaining, 
in  the  proper  city  office  and  open  to  public  inspection,  full  and  complete 
descriptions,  valuations  and  plots  of  all  city  properties  regardless  of  the 
manner  in  which  they  were  acquired.  These  records  should  indicate 
clearly  how  each  property  was  acquired,  the  use  to  which  it  is  being  put, 
or  is^  intended  to  be  put,  and  whether  or  not  it  is  for  sale.  The  exact 
location  of  each  property  should  be  marked  on  a  large  map  of  the  city 
provided  for  this  spedad  purpose  and,  where  deemed  advisable,  photo- 
graphs should  supplement  the  map,  properly  filed,  for  the  purpose  of 
clearly  indicating  the  topography  and  genersd  character  of  the  property. 

Your  Committee  has  not  attempted  any  exhaustive  investigation  into 
the  present  status  of  the  titles  and  incomes  of  city  properties.  Su^ 
detailed  investigation  would  have  taken  more  time  than  was  placed  at 
the  disposal  of  this  Committee  by  the  ordinance  under  which  it  wa^ 
appointed.  ^  Furthermore,  we  have  deemed  it  unnecessary  to  make  an 
extended  investigation  into  details  or  to  make  recommendations  re- 
garding them,  for  the  reason  that  a  Committee  of  Council,  appointed 
prior  to  the  organization  of  the  Committee  on  Taxation  Study,  has 
been  investigating  the  income  from  city  properties,  particularly  munici- 
pal wharves.  We  do,  however,  wish  to  emphasize  the  extreme  im- 
portance of  ascertaining  tike  exact  conditions  now  existii^  witii  respea 
to  all  city  properties. 

Wherever  private  concerns  are  using  city  properties  without  ad«<luate 
compensation,  they  should  be  required  to  pay  a  fair  charge  for  such  use. 
Whenever  possible  back  rentals,  ^whether  due  from  leases  or  squatters, 
should  be  collected. 

No  allowance  should  be  made,  in  the  strictly  private  use  of  such 
properties,  for  the  fact  that  the  concern  or  individual  using  it  for  pri- 
vate gain  is  conferring  a  benefit  upon  the  city  by  locating  in  business 
here.  If  municipal  aid  is  to  be  extended  to  manufacturing  plants  or 
others  locating  in  Pittsburgh,  it  should  be  done  openly  by  public  appro- 
priation and  not  through  the  reduction  of  rentals  or  the  free  use  of 
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municipal  facilities.  On  the  other  hand,  it  is  proper  perhaps  that  any 
enhanced  public  benefit  or  value  imparted  to  such  properties  by  private 
use  or  occupancy,  such  as  improvements  made  at  tlie  expense  of  the 
tenant,  etc.,  should  be  taken  into  consideration. 


TH£  CARE  AND  SALE  OF  CITY  PROPERTY 

The  Bureau  of  City^  Property  recently  issued  a  printed  list  of  some 
parcels  of  property  owned  and  offered  for  sale  by  the  dty. 

Of  this  number: 

534  are  hill-side  lots  which  could  not  be  used  for  buildings; 
10  are  lots  on  paved  streets  but  tmsuited  for  building; 
2  do  not  belong  to  the  City; 

4  are  lots  in  which  the  City  owns  only  an  undivided  part 
interest,  or  lots  so  small  that  they  could  only  be  used  in  con- 
nection with  tJie  adjoining  lots; 
'   435  are  hillside  lots  suitable  for  cheap  dwellings;. 
122  are  on  paved  streets  suitaUe  for  buildings; 
78       lots  suitable  for  medium  cost  dwellings ; 
203' are  suitable  for  cheap  dwellings  and  bnildti^; 
42  are  lots  having  buildings  on  them ; 

7  are  used  for  steps  leading  to  high-lying  properties; 

8  are  used  for  playgrounds ; 

27  have  been  sold  or  redeemed ; 
1  property  is  used  by  the  Bureau  of  Water  and  is  not  for  sale; 

or,  if  sold,  would  require  a  purchase  elsewhere  by  the  City; 
16  are  not  for  sale  as  they  are  used  by  the  City  for  sundry 

purposes ; 

1  property  is  used  as  a  stcme  qiiarry. 

it  will  be  noted  that  a  considerable  percentage  of  tlK  properties  listed 
are  hillside  lots  unsuitable  for  building  purposes.  It  would  probably 
not  be  wise  to  include  such  properties  in  a  sale  list,  or  to  offer  them 
for  sale  at  this  time,  as  they  are  very  likely,  if  sold,  to  come  back  to 
the  city  again  with  added  expense  for  'foreclosure  of  tax  liens.  The 
city  may  find  some  future  use  for  these  properties  when  grouped  to- 
gether, either  for  city  beautification,  for  hillside  parks  or  breathing 
spots,  or  for  the  opening  or  widening  of  streets  or  boulevards.  For  ex- 
ample, quite  a  number  of  them  are  along  the  line  of  or  near  the  route 
that  has  been  suggested  for  the  new  boulevard  from  the  downtown  sec^ 
tion  to  Oakknd  idong  the  bluff  overlooking  the  Monongahela  Riv^r.  If 
tiiere  is  any  reason  to  bdteve  that  sudi  a  boulevard  inJl  evenhially  be 
constructed,  it  would  be  unwise  to  sd;!  these  properties  ior  nominal 
amounts  at  this  time  only  to  pay  larger  amounts  later  to  obtain  the 
property  when  needed  for  the  boulevard. 

Improvements  could  be  made  in  getting  up  a  revised  list  of  these 
properties ;  for  example,  there  are  printed  figures  in  terms  of  dollars 
placed  after  each  individual  property,  but  there  is  no  indication  as  to 
what  these  figures  mean.  If  figures  are  used  at  all  they  should  indicate 
approximately  the  prices  at  which  the  properties  will  be  sold.  In  a 
number  of  instances  the  lots  or  parcels  listed  consist  of  a  number  of 
adjacent  properties;  it  would  proboUy  be  better,  for  the  purposes  for 
which  this  Ust  is  printed,  to  list  such  adjacent  properties  as  one  larger 
property.  It  should  be  obvious  that  such  properties  as  the  city  has 
acquired  for  purposes  of  its  own,  or  is  using  for  such  purposes,  and  has 
no  desire  to  sell,  should  not  be  included  in  such  a  list. 

It  is  further  suggested  that  the  parcels  listed  should  be  sufficiently 
well-described  that  they  can  readily  be  identified  by  prospective  pur- 
diasers. 

These  suggestions  are  made,  not  only  that  a  proper  list  of  city  prop- 
erties which  are  for  sale  should  be  available,  but  also  that  no  exagger- 
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ated  impression  should  prevail  of  the  numbers  of  f °P«'-^|.^!,,f';'!"i^f 
and  held  by  the-  city,  due  to  non-payment  of  taxes  and  municipal  claims. 
S^ch  impre^ion  coSd  easily  be  drawn  from  the  present  list,  comprising 
as  it  does  properties  having  little  or  no  value  for  present  use. 

Parcels  deemed  actually  salable,  and  not  required  or  advisable  to 
hold  for  public  purposes,  should  perhaps  have  signs  placed  upon  them 
for  purposes  of  identification  and  sale,  in  each  case_  stating  that  the 
parcel  belongs  to  the  city  and  indicating  the  proper  city  official  or  de- 
partment to  see  regarding  it. 

SOURCES  OF  CITY  REVENUE 

The  figures  given  in  the  following  table  are  compiled  from  the  report 
of  the  Bureau  of  the  Census  on  "Financial  Statistics  of  Cities,  1915.  In 
a  few  respects  the  table  needs  explanation. 

The  first  class  of  income,  that  from  taxes  on  property,  giyes  no 
indication  of  the  kinds  of  property  on  which  the  tax  is  levied  in  dit- 
ferent  cities.  The  figures  are  not  given  in  the  report  in  a  form  which 
makes  it  possible  to  separate  taxes  on  land  from  taxes  on  improvements 
and  taxes  on  personal  property.  If  such  a  separation  of  sources  were 
possible,  it  would  be  interesting  to  compare  the  revenue  of  Fittsburgtt 
derived  from  the  tax  on  real  estate  with  the  correspondu^  revenue  of 

other  cities.  .       . .     ,  ^ 

In  five  of  the  nine  cities  mcluded  in  the  table  the  county  organiza- 
tion has  been  merged  with  that  of  the  city.  In  order  that  the  figures 
for  the  other  four  cities,  Chicago,  Cleveland,  Pittsburgh  and  Detroit, 
may  be  comparable  with  those  of  the  five  first  mentioned,  there  has 
been  included  with  the  figures  for  the  city  corporation  and  other  units 
of  local  government  such  as  the  school  district,  a  percentage  of  the  re- 
ceipts of  the  counties  in  which  the  respective  cities  are  located,  based 
on  the  ratio  between  the  assessed  valuation  of  the  city  and  that  of  the 

coun^y.^  headings  of  the  several  columns  of  the  table  are  self-explana- 
tory. The  receipts  from  taxes  are  grouped  uttder  three  heads,  taxes 
on  property,  poll  taxes,  and  business  and  license  taxes.  Of  me  last  class 
about  90  per  cent  of  the  revenue  comes  from  taxes  on  the  liquor  traffic 
except  in  the  cases  of  New  York  and  Chicago  where  the  proportion  is 

somewhat  smaller.  ,     r      l  i 

Of  the  receipts  from  subventions,  grants,  etc.,  by  far  the  largest 
part  consists  of  amounts  granted  to  the  cities  by  the  states  mostly  for 
educational  purposes.  In  New  York  and  Chicago,  however,  receipts  from 
pension  assessments  are  a  larger  item. 

Receipts  from  highway  privileges  are  nearly  all  from  pubhc  service 
corporations;  receipts  from  interest  are  made  up  of  interest  on  current 
deposits  and  interest  on  sinking  funds.  ^ 

Receipts  from  earnings  of  public  service  enterpnses  come  chiefly 
from  the  water  supply  systems  and  from  markets;  Chicago  and  Cleve- 
land, however,  have  large  receipts  from  electric  light  and  power  systems, 
while  New  York  derives  nearly  a  third  of  this  revenue  from  femes 

and  wharves.  ,  .  , , 

An  examination  of  the  table  shows  that  taxes  on  property  yield  over 
half  of  this  revenue  in  each  city.    The  percentages  run  from  56  in  Chi- 
cago to  73  in  Boston.    Pittsburgh  comes  immediately  after  Boston  with 
a  percentage  of  70.7.    If  it  were  possible  to  give  the  figures  for  the 
revenue  from  taxes  on  real  estate  alone,  Pittsburgh  would  undoubtedly 
show  the  highest  percentage  in  that  class.  ...       .  .  „ 

If  we  now  examine  the  table  to  discover  where  the  aties  with  small 
receipts  from  taxes  on  property  make  up  the  difference  we  find  a  variety 
of  situations.  In  Chicago  and  St.  Louis,  business  and  license  taxes  and 
special  assessments  seem  to  be  especially  fruitful  sources  of  income. 
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17.91 
16.50 
25-28 
20.59 


Per  Cent. 


70.1 
56.0 

58.2 
59.2 
73.0 
63.3 
60.1 
70.7 
64.0 


PoU 


Amount 


68,544 


141,668 


Amount 
per  CapiU 


0.04 


0.19 


Per  Cent. 
-<rf  Total 


0.2 


0.4 


(a) 


I 


(a) 


(a) 


^Compiled  from  "Financial  StithHw  of  CMmT  1915,  Bmw  of  tho 
0^  Lm^iMOM^^a^othof 


business  and 
non-Business  License 


Amount 


S  7,407.583 
9.642,119 
2,257,069 
2,130,840 
1,270,970 
979,138 
1.127,300 
907,688 
766,075 


Amount 
per  Omite 


$1.39 
4.02 
1.36 
2.89 
1.73 
1.53 
l.M 
1.61 
1.40 


Per  Cent, 
of  Ttotal 


3.6 
12.0 
5.0 
9.1 
3.6 
5.4 
7.1 
4.5 
4.4 


From  Special  Assessments 


From  Fines,  Forfeits  and 


Outlays 

Amount 

Amount 
per  Gapttft 

Per  Cent.' 
of  Totel 

$12,202,903 

$2.29 

5.9 

6,291.854 

2.62 

7.8 

1,036,363 

0.62 

2.3 

2,859,722 

3.88 

13.8 

291.461 

0.40 

0.8 

1356,179 

2.12 

7.5 

964,537 

0.51 

1.8 

440iS36 

0.78 

S.S 

1MS75 

3.70 

8.7 

Attoont 


901.498 
71,270 
71,480 

184,360 
78,788 
01,003 
7,386 
86366 

5ijm 


Amount 
per  Omita 


$0.17 
0.24 
0.04 
0.35 
0.10 
0.14 
0.01 
0.15 
0.00 


Per  Cent, 
of  Total 


0.4 
0.7 
0.8 
0.8 
0.3 
0.6 

0.4 
0.8 


From  Subventkms.  Graati, 
Donatiuks,  Gifts  and 
PouBcm  Ameesments 

Amon* 

Amount 
per  Cta4Mta 

Per  Ci-m.  , 
of  Tot«l  U 

6  3,880,460 

60.54 

1.4  1 

M36,538 

0.59 

1.8  1 

1,616418 

0.88 

3.6 

888^ 

0.58 

1.7 

8133M 

0.43 

0.9 

0.54 

1.9 

Mjm 

1.04 

8.8 

574«484 

1.08 

3.8 

1,010^1 

1.87 

5.8 

Fnm  Earnings  of  Ottieral 
Pepartantmte 


From  Highway  Privileges 
Rents  and  Interwt 


Amount 

Amount 
per  C^ta 

Per  Cent.  . 
of  Total 

Amount 

Amount 
per  Ci^iita 

Per  Cent, 
of  Total 

Amomt 

Amount 
per  Capita 

FiBr  Omi. 
of  Total 

$  1,463,136 

80.37 

0.7 

817J064478 

83.80 

8.3 

8M.716JB68 

88.70 

9.6 

3,514^40 

1.06 

8.1 

7^63384 

3.95 

8.8 

7J846,146 

3.31 

9.8 

3.146,873 

1.38 

4.7 

MmjM 

3.88 

14.3 

5,366^18 

3.18 

11.6 

007^ 

0.83 

3.6 

936,016 

1.36 

4.0 

2,419.428 

3.28 

10.4 

l,OI0bS73 

1.43 

3.0 

8^003,834 

4.00 

8.6 

3,270.419 

4.45 

9.4 

1,118,511 

1.75 

6.3 

794,021 

1.24 

4.4 

1,959,743 

3.06 

10.8 

565,413 

0.08 

3.6 

1.738,975 

3  00 

10.9 

2.002,087 

3.46 

12.6 

686.527 

1  04 

2.9 

1,213,827 

2.15 

6.0 

2,115,556 

3.75 

10.5 

1,105,244 

1  2.02 

6.3 

374,111 

0.68 

2.1 

1,470,038 

2.69 

8.4 

From  Earnings  of  Fkdifio 
Service  Ent^xwieM 
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2716  Upper  Afton  Road,  St.  Paul.  MN  551 19-4760 
612/738-9329  FAX  612/738-1496 


NevToric... 

Chicago  

Pbilftddphia 
St.  Lewis... 

Boston  

QeveUad. . 


Pittsburgh. 
Detroit* . . . 


Popula- 
tioii 


2.397.600 
1.657,810 
737«497 

734,747 
639.431 

564,878 

546,183 


REVENUE  OF  THE  CITIES  OF  THE  UNITED  STATES  HAVING  A  POPULATION  IN  EXCESS  OF  500,000.  DISTRIBUTED  BY  SOUR 


I'rom  Taxes 


Property 


Pdl 


Business 
non-Business  License 


Amooat 


$144.1119.271 

45,168.386 
26342,711 
13.802.131 
25.475,948 
11,452,726 
9.502.225 
14,277,296 
11.246,511 


Amount 
per  Capita 


S27.12 
18.84 

15.89 
18.71 
.34.67 
17.91 
16.50 
25.28 
20.59 


Per  Cent. 


70.1 

56.0 

58.2 

59.2 

78.0 

63.3 

60.1 

70.7 

64.0 


Amount 


68,544 


141,668 


(a) 


Amount 
per  Capita 


Per  Cent, 
of  Total 


0.04 


0.19 


.  ■  *> 


(») 


0.2 


0.4 


(a) 


♦Compiled  from    Financial  Stotiatics  of  Qties,"  1915,  Bureau 

(a)    Not  given  separately. 

,(b)  Lai  than  ottB  lwaBli>>h  of  oaa  per  cent> 


of  the  Census. 


Amount 


Amount 
per  Capita 


$  7,407.583 
9.642,119 
2.257.069 
2.130,840 
1.270,970 
979,188 
1.127,300 
907.688 
766,675 


$1.39 
4.02 
1.36 
2.89 
1.78 
1.58 
1.94 
1.61 
1/40 


Per  Cent, 
of  Total 


REVENUE  RECEIPTS 


FnHn  Special  Assessments 
and  Special  Charges  for 

Outlavs 

Amount 

Amount 
per  Capita 

Per  Cent.' 
<tf  Total 

$12,202,903 

$2.29 

5.9 

6,2913^ 

2.62 

7.8 

1,036,368 

0.62 

2.8 

2.859.722 

3.88 

12.3 

291,461 

0.40 

0.8 

1.356.179 

2.12 

7.5 

294,527 

0.51 

1.8 

440.536 

0.78 

2.2 

1,525^5 

2.79 

8.7 

» 

From  Pinea.  Forfeits  and 

EMilMlfei 


Amonni 


901.^ 

71.270 
71^ 
184,260 

73,788 
91.092 
7,336 
86.866 
51.678 


Amount 
per  Cqpte 


$0.17 

0.24 
0.04 
0.25 
0-10 
0.14 
0.01 
0.15 
0.09 


Per  Gent, 
el  Total 


0.4 

0.7 
0.2 
0.8 
0.2 
0.5 

0.4 

0.3 


From  Subfvcniions,  Grants, 
Donations,  Gifts  and 
Pttwkm  Aanwinmpnts 


FixMn  Earnings 
Departm 


AmoQBt 


Amount 
per  Gi^iMta 


8  2389«489 

1,426,538 
1.616,418 
388401 
312,814 
344,275 
604.084 
574,484 
1.019,491 
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REVENUE  RECEIPTS 
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Philadelphia  runs  ahead  of  Pittsburgh  particularly  in  revenue  from  Ae 
earnings  of  general  departments,  and  highway  privil^^,  rents  and  in- 
terest; Cleveland  in  receipts  from  special  assessments  and  earnings  of 
general  departments;  Baltimore  in  the  case  of  business  and  license  taxes 
and  highway  privileges,  rent  and  interest;  Detroit  in  the  matter  of 
special  assessments,  subventions,  etc.,  and  earnings  of  general  depart- 
ments. 

A  study  of  the  table  would  seem  to  indicate,  therefore,  that  while 
several  cities  of  this  class  derive  a  smaller  proportion  of  tiieir  revenues 
from  taxes  on  property,  and  especially  taxes  on  real  estate,  than  does 
Pittsburgh,  there  is  no  unifbrmity  in  the  systems  of  the  different  dties. 
It  would  appear  ratiher  that  each  city  has  its  own  peculiar  forms  of 
income,  depending  on  special  characteristics  of  the  several  cities,  or  of 
the  laws  under  which  they  operate. 


AUTOMOBILE  AND  LIQUOR  LICENSES 

The  most  important  sections  of  the  so-called  '^automobile  law"  of 
1913,  are  summarized  or  quoted  below: 

S^istration  Fees 

Section  6  provides  for  the  following  r^straticm  fen : 

Motor  cycles  $  3 

Motor  vehicles,  with  pneumatic  tires  (if  registered  prior  to 
July  1  of  any  year) 
Less  than  20  horse  power  5 
20  to  35  horse  power  10 
35  to  50  horse  power  15 
Over  50  horse  power  20 
Motor  vehicles,  with  solid  tires,  other  than  traction  engines. 
Less  than  4000  pounds,  gross  weight  5 
4,000  to    5,000  pounds,  gross  weight  10 
1,000  to  10,000  pounds,  gross  weight  IS 
10,000  to  15,000  pounds,  gross  weight  20 
15,000  to  24,000  pounds,  gross  weight  25 
Traction  engines,  with  metal  wheels, 

Up  to  20,000  pounds,  gross  weight  10 
20,000  to  25.000  pounds,  gross  weight  20 
The  fees  for  r^istration  of  vehicles  trailing  after  or  propelled  by 
motor  vehicles  are  $3  for  each  vehicle  of  less  than  10,000  pounds,  gross 
weight  of  vehicle  and  load  combined,  and  $5  for  vehicles  of  more  tiuui' 
10,000  and  less  than  24,000  pounds  gross. 

No  vehicle  is  registerable  which  exceeds  90  inches  outside  over-all 
width  of  vehicle  and  load,  except  that  passenger  motor  busses  tp  be 
used  in  cities  of  the  first,  second  and  third  classes,  may  be  registered  up 
to  100  inches ;  or  which  exceeds  24,000  pounds  gross  weight  of  vehicle 
and  load;  or  which  exceeds  18,000  pounds  upon  any  axle;  or  which  ex- 
ceeds 750  pounds  upon  any  one  wheel  for  each  inch  of  width  of  solid  tire. 

"No  motor  vehicle  self-propelled  and  equipped  with  metal  tires 
shall  be  licensed  as  aforesaid,  but  the  owner  shall,  upon  s^plication 
to  Ae  Highway  Commissioner,  upon  payment  of  the  piroper  fee,  be 
giv€»i  a  special  license,  subject  to  the  rules  and  requirements  to  be 
established  by  the  Highway  Commissioner  as  provided  by  law." 
The  fees  when  issued  on  or  after  July  first  are  one-half  those  noted 
above.    All  registrations  expire  after  December  ^  of  the  year  for 

which  issued.  ,     r     .  ^ 

To  persons  registered  in  the  dealers  class  the  fee  is  $10  for  each 

certificate  and  pair  of  number  tags  issued. 
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Diq>osition  of  Receipts 

Section  10  provides  that  all  moneys  derived  from  registrations  and 
license  fees  shall  be  paid  by  the  State  Highway  Department  into  the 
State  Treasury  for  safe  keeping.  Kept  as  a  separate  fund,  it  is  available 
upon  requisition  of  the  State  Highway  Commissioner  for  the  single  pur- 
pose of  assisting  in  the  construction,  repair,  etc.,  of  State  highways  and 
State-aid  roads  as  prescribed  in  the  highways  Act  of  1911. 

Local  Registration  and  Tax 

Section  15  provides  as  follows: 

"No  city,  county,  borough,  incor^rated  town,  or  township  shall 
adopt,  enforce,  or  maintain  any  ordmance,  rule,  or  regulation  con- 
trary to  or  inconsistent  with  the  terms  of  this  act;  or  fix  a  rate 
of  speed  lower  than  that  permitted  by  this  act;  or  require  of  any 
person  any  license  tax  upon  or  registration  fee  for  any  motor  vehicle, 
or  any  permit  or  license  to  operate  vehicles  upon  the  public  high- 
ways; except  that  in  parks  the  proper  authorities  may  restrict  the 
speed  of  motor  vehicles  to  such  a  rate  as  may  seem  reasonable,  pro- 
vided said  rate  of  speed  shall  not  be  less  than  that  allowed  other 
vehicles  and  that  legible  signs  shall  be  conspicuously  placed  indicat- 
ing the  rate  of  speed  permitted.    Operators  of  motor  vehicles  shall, 
have  the  same  rights  upon  the  public  streets  and  highways  as  the 
drivers  of  any  other  vehicles,  and  no  public  road  open  to  horse- 
dniwn  vehides  shall  be  closed  to  motor-vehicles/' 
Automobiles  are  constantly  demanding  better  county  roads  and  city 
streets.    The  work  of  policing  the  city,  also,  both  for  the  protection  of 
pedestrians  and  motorists,  is  becoming  more  complex  and  expensive.  It 
has  been  stated  that  automobiles  make  but  little  impression  on  improved 
streets,  but  the  recent  refacing  of  the  boulevard^  and  other  streets  in 
the  city  is  convincing  evidence  to  the  contrary.   It  is  conceded,  of  course, 
that  trucks  with  solid  tires  are  particularly  hard  on  streets;  the  effect  of 
^eir  increasing  size  and  weight  is  already  showing  on  the  bridges. 

The  expense  of  constrbcting  and  maintaining  the  boulevards  and 
streets  of  the  city  falls  upon  tluiusands  of  taxpayers  who  do  not  own 
automobiles-  None  of  the  revenue  received  from  registration  fees  by 
the  State  is  returned  to  the  city  treasury.  Unless  some  revenue  can 
be  derived  directly  from  the  vehicles  which  have  made  these  improve- 
ments necessary  the  increasing  expense  involved  must  be  met  by  general 
taxation,  which  means  for  the  city  a  tax  upon  real  estate.  Every  vehicle 
should  pay  something  toward  the  upkeep  of  the  city  and  state  roads. 
Your  Committee  recommends : 

(1)  That  on  all  motor  vehicles  tiie  registration  fees  be  increased 
50  per  cent,  and  that  the  total  revenue  from  this  source  be  divided  as 
follows:  40  per  cent  to  the  State,  30  per  cent  to  the  county,  and  30  per 
cent  to  the  city,  township,  or  borough — ^residence  of  the  person  talong 

out  the  license  to  control  the  distribution. 

(2)  That  the  license  now  collected  by  the  city  on  horse-drawn 
vehicles  be  taken  over  by  the  State,  to  be  distributed  as  above,  and  that 
such  vehicles  throughout  the  State  contribute  their  share,  with  like 
administration  and  distribution  as  in  the  case  of  automobiles. 

It  is  urged  that  these  recommendations  be  adopted  as  a  whole,  as 
the  fairness  of  the  charges  and  distribution  depends  upon  reaching  all 
vehicles  alike  and  dividing  the  revenues  according  to  the  cost  of  main- 
taining Ae  roads  and  streets. 

Liquor  Licenses 

Your  Committee  recommends  that  the  $100  liquor  license  tax,  of 
fee,  now  paid  to  the  State  shall  accrue  to  the  city.  • 
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A  STATE  INCOME  TAX 


Your  Committee  recommends  the  adoption  of  a  graduated  income 
tax  in  this  State.  (A  full  discussion  of  the  evolution  of  tiie  income  tax 
with  a  detailed  analysis  of  tiie  income  tax  laws  of  Wisconsin,  Massa- 
^usetts  and  the  proposed  law  in  New  York  will  be  found  in  the 
Appendix.) 

Your  Committee  does  not  understand  that  it  is  its  function  to 
draft  legislative  bills  in  consonance  with  its  recommendations,  but  we 
wish  to  suggest  the  following  features  as  desirable  in  an  income  tax  law 
for  this  State: 

1.  The  adoption  of  the  principle  of  graduation  or  progression. 

2.  The  placing  of  the  exemption  limit  low  enough  (say  $i;200  for 
an  unmarried  man)  to  include  all  incomes  above  the  level  of  subsistence* 

3.  The  adoption  of  the  principle  of  "information  at  source,"  rather 
than  "collection  at  source"  so  far  as  feasible. 

4.  The  inclusion  at  the  outset  of  individuals  only  and  not  corpora- 
tions. Experience  with  the  system  as  applied  to  persons  may  lead  lat» 
to  its  application  to  corporations. 

5.  The  adoption  of  the  practice  of  permitting  the  person  paying  a 
personal  property  tax  to  apply  that  payment  on  his  income  tax,  until 
such  time  as  the  income  tax  can  supplant  the  personal  property  tax 
altogether. 

6.  The  distribution  of  the  proceeds  of  the  tax  as  follows:  (a)  re- 
tention by  the  state  of  a  sufficient  percentage  (possibly  about  5  to  10 
per  cent)  to  cover  Ae  expense  of  acfaninistering  this  and  other  State 
tax  laws;  (b)  distribution  of  tiie  balance  to  the  counties  in  proportion 
to  their  taxable  valuations— the  counties  retaining  (say)  one-third  of 
such  balance,  and  distributing  Ihe  remainder  to  the  cities,  boroughs  and 
townships  within  its  boundaries  in  proportion  to  their  respective  taxable 
valuations. 

This  distribution  is  only  suggestive,  and  may  be  adjusted  according 
to  the  needs  of  the  several  political  units  involved. 

7.  The  creation  of  a  tax  commission,  or  the  office  of  tax  commis- 
sioner to  administer  the  law,  including  the  appointment  of  income  tax 
assessors  as  in  the  Wisconsin  and  Massachusetts  laws. 

Your  Committee  realizes,  of  course,  that  Ibese  proposed  changes 
in  our  revenue  system  will  appear  to  some  as  revolutionary,  and  to  all 
as  fraught  with  constitutional  and  legislative  difficulties.  But  these 
difficulties  should  not  deter  those  who  seek  a  more  equitable  and  scien- 
tific adjustment  of  our  tax  system  to  bring  it  into  line  with  present-day 
requirements.  Your  Committee  recommends  that  every  proper  influ- 
ence be  utilized  to  develop  a  strong  sentiment  throughout  the  State 
favorable  to  the  calling  of  a  convention  for  the  revision  and  modernizing 
of  the  State  Constitution. 

BUSINESS  TAXES 

■ 

It  has  been  said  that  "mercantile  business  is  subject  to  more  varie- 
ties of  taxation  than  any  other  form  of  industry,  with  the  possible  ex- 
ception of  the  public  service  corporation"  (Report  of  Committee  of 
Mercantile  Business,  Fifth  Annual  Conference  of  tiie  National  Tax 
Association,  1911.) 

In  the  opinion  of  your  Committee,  absolutely  no  valid  reason  exists 
for  the  tax  on  gross  receipts  of  wholesale  and  retail  dealers  in  merchan- 
dise, known  as  the  Mercantile  License  Tax,  and  it  recommends  that 
the  law  providing  for  this  tax  should  be  repealed.  Your  Committee 
believes  it  states  the  case  fairly  when  it  says  that  the  only  reason  the 
tax  has  been  allowed  to  remain  in  force  so  long  is  that  a  use  has  always 
teen  found  for  the  amount  of  money  collected,  and  that  the  tax  is  an 
easy  one  to  collect.   It  should  be  noted,  however,  that  from  tiic  stand- 
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point  of  collection  cost,  it  is  probably  the  most  expensive  tax  authorized 
'iiy  statute.  The  fact  remains  that  neither  the  State  nor  the  county  fur- 
nishes anything  of  value  to  the  business  interests  not  furnished  to  other 
classes  of  citizens  that  would  justify  this  tax;  nor  is  there  anytiiing  in 
^e  nature  of  a  special  privilege  to  the  business  man  to  justify  this 
tax.  If  any  special  tax  on  business  were  warranted  at  all,  it  would  be 
in  the  nature  of  an  annual  registration  fee  of  five  or  ten  dollars,  payable 
to  the  city,  giving  the  police  and  fire  departments  and  ordinance  officers 
full  information  as  to  the  ownership  and  nature  of  the  business  con- 
ducted, which  sum  would  tend  to  compensate  the  city  for  special  inspec- 
tions of  business  houses  now  made  in  connection  with  various  local 
ordinances  and  state  laws. 

Your  Committee  has  considered  forms  of  business  taxes  now  levied, 
or  proposed  to  be  levied,  in  other  dties,  states  and  foreign  countries, 
but  does  not  approve  of  any  of  them. 

A  tax  on  trading  stamps  and  similar  devices  has  been  suggested. 
As  this  tax  would  tend  to  be  a  r^:ulative  measure  rather  than  a^  revenue 
.producer,  your  Committee  deems  it  unwise  to  express  any  opinion  on 
the  subject  The  same  reasoning  appli^  to  what  are  known  as  "bill- 
boards." 

The  general  question  of  licenses  is  treated  elsewhere  in  this  Report. 


OCCUPATION  TAX 

The  so-called  "occupation  tax"  is  levied  upon  all  "salaries  and 
emoluments  of  office^  all  offices  and  posts  of  profit,  professions,  all  single 
freemen  over  the  age  of  twenty-one  years,  who  shall  not  follow  any 
occupation  or  calling,  and  all  tntdes  and  occupations,  except  the  occu- 
pation of  farmer." 

This  tax  is  a  survival  of  the  old  State  tax  of  1844,  but  for  many 
years  it  has  been  a  county  tax  levied  and  collected  for  county,  school 
and  other  local  purposes.  It  is  not  in  any  sense  an  income  tax,  but 
is  based  upon  an  arbitrary  schedule  of  occupations  by  classes  presumably 
representing  some  sort  of  test  of  ability  to  pay.  Thus  in  the  booklet 
of  instructions  prepared  by  the  Board  for  the  Assessment  and  Revision 
of  Taxes  and  issued  to  the  subordinate  assessors  of  Allegheny  County, 
the  "Schedule  of  Classification  of  the  Valuation  of  Occupations"  classi- 
fies alphabetically  several  scores  of  occupations,  and  assigns  to  each  a 
tax  rating  varying  from  $150  to  $2,000. '  Bankers  and  presidents  of  cor* 
porations  are  rated  at  $2,000;  architects,  attomeyjs,  brcAiers,  bank  cash- 
iers, general  contractors,  city  and  county  officials,  distillers,  house  raisers, 
judges,  manufacturers,  wholesale  merchants,  oil  producers,  city  post- 
Hiaster,  treasurers,  and  wholesale  liquor  dealers  are  rated  at  $1,000;  and 
from  this  group  the  rating  or  valuation  of  occupations  shades  down  to 
$150  for  an  apprentice,  or  common  laborer;  $200  for  a  coachman  or 
driver;  $300  for  bill  posters  and  brakemen ;  $400  for  a  jeweler^  a  heater 
helper,  or  laundry  driver;  $500  for  a  minister,  priest  or  police  captain; 
$800  for  a  physician  or  hotel  keeper,  etc.,  etc.  On  these  assessments  the 
taxpayers  pay  the  regular  county  millage  which  results  in  very  small 
amounts. 

This  tax  is  objectionable  not  only  because  of  its  obvious  inequality 
and  impracticability,  but  also  because,  according  to  the  statements  of 
the  taxing  officials,  it  costs  more  to  levy  and  collect  than  the  revenue 
produced  from  it.  The  Report  of  the  New  York  Bureau  of  Municipal 
Research,  employed  in  1914  to  make  an  efficiency  investigation  for  the 
G>unty,  said  of  the  occupation  tax:  "Our  examination  of  the  operation 
of  the  occupation  tax  indicates  that  the  law  requiring  it  should  be  re- 
pealed. It  is  noted  that,  although  the  possession  of  an  occupation 
receipt  is  a  prerequisite  to  voting  and  the  tax  is  assessed  every  year, 
nevertheless  a  receipt  so  far  as  voting  is  concerned  is  good  for  two 


40 


years.  A  great  many  persons,  therefore,  pay  the  tax  only  eveiy  second 
year  When  the  cost  of  assessing  this  tax  and  transcnbtng  it  in  Oic 
assessors'  office  is  considered  in  connection  wiA  the  small  amount  de- 
rived, the  argument  appears  conclusive  for  discontinuing  the  tax. 

The  adoption  of  a  state  income  tax  with  a  distnbution  of  a  per- 
centage  of  the  proceeds  to  the  county,  as  elsewhere  suggested  m  this 
RepS,  would  leave  no  excuse  whatever,  if  mdeed  any  can  now  be 
addnc^,  for  a  continuance  of  the  occupation  tax.  If  it  be  deemed  de- 
sirable to  retam  some  form  of  a  "voting  tax"  a  flat  registration  tax  might 
be  coUected,  preferably  at  the  time  and  place  of  registraUon. 


PERSONAL  PROPERTY  TAX 

Pennsylvania  has  from  a  very  early  day  b^  free  from  ^e  ^neqMJ- 
ities,  injustice  and  dissatisfaction  wWA  mevitably  mhere  m  tte  g^cral 
property  tax.    One  of  the  most  prolific  J^^^^f.v  T^^^ 

eauaUty  in  such  a  tax  survives,  however,  m  the  personal  tax.  This 
Sate  has,  indeed,  been  taxing  personal  property  for  state  purposes  since 
IMl?  The  original  law  of  1831  was  limited  to  a  period  of  five  years 
aS  was  repe^ed  in  1836,  but  the  enormous  expenses  connected  with 
Se  co^tru^  of  the  public  works,  and  the  default  in  the  payment  of 
bferest  by  the  Commonwealth  in  1843,  led  to  the  -"^^^"^^^^^^^ 
of  1844  taxing  various  forms  of  personal  property.  M^iy  iorms  ot 
perso^l  property  taxable  under  this  act  and  subsequent  laws  have, 

however,  become  exempt.  ^  .         •     ,    •      •  ^  • 

Pennsylvania's  apparently  successful  erpenence  m  taxing  intangi- 
bles at  the  low  rate  of  4  mills  has  led  other  states-first  Maryland  and 
Connecticut,  and  more  recently  Minnesota,  Iowa  and  Rhode  Island-to 
adopt  this  principle  with  modifications  to  suit  local  conditions.  Thus, 
Ma^land  for  twenty  years  has  taxed  certain  forms  of  tangible  property 
at  about  4.8  mills,  including  a  uniform  rate  of  3  mills  for  local  pur- 
poses, and  for  state  purposes  a  general  property  rate  varymg  between 
16  mills  and  3.1  mills.  By  recent  amendment  Maryland  now  imposes 
a  uniform  rate  of  3  mills  for  local  purposes  and  1.5  mills  for  state  pur- 
poses The  Maryland  law  applies  only  to  such  mtangibles  as  bonds  and 
certificates  of  indebtedness  issued  by  corporations  (except  state,  county 
and  municipal  bonds),  and  the  Stocks  of  foreign  corporations  which  have 
paid  interest  during  the  year.  It  does  not  apply  to  ordinary  mortgages, 
shares  of  Maryland  corporations,  book  accounts,  tenk  d^sits,  holdings 
of  savings  banks,  or  of  domestic  corporations  under  certain  conditions, 
or  to  holders  of  unproductive  seoirities.  ,   ^  , 

The  Maryland  low  rate  tax  on  intangibles  has  had  a  large  measure 
of  success  in  Baltimore  which  for  several  years  enjoyed  the  advantages 
of  an  unusually  efficient  taxing  official ;  elsewhere  in  the  state  the  law 
by  reason  of  weak  administration  has  been  a  partial,  and  in  some  cases 
an  utter,  failure.  "The  lamentable  lack  of  success  m  some  of  the  rural 
counties  as  compared  with  the  city  of  Baltimore  was  one  of  flie  prin- 
cipal arguments  which  led  to  the  creation  of  the  tax  commission  wifli 
centralized  power.  Moreover,  'nearly  one-thu-d  of  the  revenue  from  the 
3-mill  tax  in  Baltimore  comes  from  a  few  railroads  that  are  incorporated 
under  the  kws  of  Maryland  and  own  the  shares  of  companies  outside 
the  state.'  It  must  be  remembered,  also,  that  Maryland  taxes  under 
this  kw  the  holdings  of  insurance  companies.  Maryland  s  experience 
indicates  that  even  a  rate  as  low  as  3  mills  cannot  be  collected  under 
decentralized  administration.  The  local  assessors  cannot  be  depended 
upon  unless  closely  supervised  or  controlled  by  a  centralized  bodjr. 
The  reports  of  the  taxing  officials  attest  the  fact  that  in  every  community 
a  vast  amount  of  securities  subject  to  this  tax  escapes  taxation. 

Since  1911  Minnesota  has  had  a  3-mill  tax  on  mtangibles  which  re- 
quires the  separate  listing  of :  money  in  hand  or  on  deposit,  promusory 
(^)  Report  of  Joint  Legislative  Committee  (N.  T.),  p.  177. 
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notes,  bonds  other  than  mor^^ages  on  Minnesota  real  estate,  municipal 
bonds,  book  accounts,  annuities,  royalties  and  all  claims  and  demands 
for  money  and  other  things  of  value.  It  does  not  apply  to  money  and 
credits  of  incorporated  banks,  shares  of  stock,  mortgages  secured  within 
the  state,  or  municipal  bonds.    No  deductions  for  debt  are  allowed. 

Collections  are  made  by  the  counties,  and  apportioned  1/6  to  the 
state,  1/5  to  the  counties,  1/3  to  cities  or  towns,  and  1/3  to  the  school 
district  in  which  the  property  is  assessed.  The  Minnesota^  law  has  been 
successful  as  a  means  of  putting  a  large  amount  of  intangible  personalty 
on  the  tax  rolls  which  formerly  escaped  taxation,  but  from  a  revenue 
standpoint  its  success  has  not  been  great.  Minnesota  has  a  state  tax 
•  commission. 

In  Connecticut,  Rhode  Island  and  Iowa  the  experience  with  the  low 
rafe  on  intangibles  has  been  reported  as  satisfactory,  but  without  marked 
success. 

The  Tax  on  Intangibles 

The  4-miU  tax  on  intangibles  in  Pennsylvania  applies  to  the  follow- 
ing classes  of  personal  property:  mortgages,  money  owing  by  solvent 
debtors,  money  at  interest,  vehicles  used  for  transporting  passengers 
for  hire,  annuities  yielding  over  $200  a  year,  public  securities  not  exempt 
from  taxation,  shares  of  stock  in  all  corporations  except  such  as  are 
subject  to  taxation  upon  their  capital  stock  or  business  in  the  State,  the; 
loans  of  counties,  cities  and  minor  political  divisions,  and  the  loans  of 
business  corporations  doing  business  in  Pennsylvania. 

The  system  has  two  parts:  (1)  the  so-called  corporate  loan  tax 
upon  the  loans  of  (a)  counties  and  municipalities,  and  (b),  business 
corporations  doing  business  in  the  State;  and  (2)  the  tax  on  intangible 
property  other  than  corporate  loans  as  above  noted. 

The  corporate  loan  tax  is  deducted  by  the  treasurer  of  the  counties, 
municipalities,  and  business  corporations  when  paying  interest  on  loans 
and  is  converted  into  the  State  Treasury— a  marked  example  of  suc- 
cessful "collection  at  source."  The  original  intention  of  the  law  was  to 
levy  upon  the  bonds  of  all  domestic  corporations  as  well  as  upon  other 
bonds  held  in  the  State,  but  the  Supreme  Court  decided  that  a  corpora- 
tion cannot  be  compelled  to  deduct  a  tax  from  interest  paid  to  non-resi- 
dent bondholders,  and  that  a  foreign  corporation  doing  business  in  the 
State  cannot  be  required  to  deduct  a  tax  from  interest  disbursed  in 
another  state.  As  a  result  of  these  decisions  this  tax  has  been  limited 
to  domestic  corporations  and  to  such  bonds  of  Pennsylvania  corporations 
as  are  owned  by  residents  of  Pennsylvania. 

Despite  these  limitations  the  yield  from  the  corporate  loan  tax  has 
steadily  increased  as  shown  by  the  revenue  tables  elsewhere  presented. 

The  tax  upon  intangible  property  other  than  corporate  loans  is 
essentially  a  county  tax,  being  assessed  by  the  county  ofl&cials  on  Jiic 
basis  of  returns  made  by  the  taxpayers,  and  inuring  wholly  to  the  county. 
Prior  to  1913  the  state  retained  one-fourth  of  this  tax,  but  now  all  of 
tile  proceeds  goes  to  the  county. 

The  law  requires  every  person  to  make  a  return  annually  under  oath 
of  all  taxable  money,  credits  and  securities.  Upon  the  refusal  or  fail- 
ure of  any  person  to  make  the  required  return,  the  assessors  are  author- 
ized to  make  an  assessment  from  the  best  information  they  can  obtain. 
It  is  well  understood  that  this  arbitrary  assessment  feature  is  not  gen- 
erally or  rigidly  enforced,  and  that  millions  of  dollars  of  intangible 
property  and  thousands  of  persons  subject  to  this  tax  go  untaxed  year 
after  year.  In  fact,  it  is  scarcely  an  exoneration  to  say  that  the  vast 
majonty  of  professional  and  business  men  even  in  our  larger  cities  never 
make  a  return  of  their  intangibles.  Not  a  small  proportion  of  these 
men,  if  questioned,  would  express  surprise  at  the  existence  of  such  a 
law,  while  many  who  do  know  of  its  existence  account  for  their  failure 
to  make  returns  either  on  the  ground  that  their  neighbors  and  associates 
fail  to  do  so,  or  that  the  assessors  do  not  leave  the  necessary  blanks  and 
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they  do  not  consider  it  their  duty  to  seek  out  the  assessor  to  volimteer 
the  information  that  they  have  credits  or  securities  which  should  be 
taxed.  As  evidence  of  the  laxity  with  which  this  tax  is  enforced  it  may 
be  noted  that  in  all  the  years  of  its  existence  there  has  never  been  a 

prosecution  for  a  false  return  or  failure  to  make  the  required  return. 

It  is  of  interest  to  note  that  this  low  4-mill  rate  on  corporate 
loans  has  not  driven  this  class  of  property  from  the  state;  in  other 
states  where  the  general  property  tax  applies  there  has  been  such  a 
tendency.  In  recent  years  corporations  have  frequently  assumed,  the 
payment  of  the  tax  in  order  that  the}''  might  advertise  their  bonds  as 
tax-free  in  Pennsylvania.  This  assumption,  in  a  measure,  defeats  the 
purpose  of  the  law  which  was  intended  to  tax  all  intangible  personal 
property.  The  tax  on  the  loans  of  private  corporations  is  not  in  any 
sense  a  tax  upon  the  corporation  or  its  property,  but  upon  the  personal 
property  of  tiie  citizen  owning  the  bonds,  mortgages,  or  other  evidence 
of  indebtedness  of  Pennsylvania  corporations,  assessed  and  collected  by 
tiie  treasurer  of  the  corporation  as  the  agent  of  the  State.  He  is  en- 
titled to  deduct  from  the  gross  amount  of  tax  assessed  his  compensation 
as  follows:  5  per  cent  on  the  first  $1,000  of  tax;  1  per  cent  on  the  sec- 
ond $1,000  of  tax;  and  ^  of  1  per  cent  on  the  balance  of  the  tax. 

A  very  large  part  of  this  tax,  possibly  50  per  cent,  is  collected  from 
mortgages  on  real  estate.  This  class  of  intangibles  cannot  escape  since 
the  recorder  of  deeds  is  required  to  keep  a  daily  record  of  every  mort- 
gage or  article  of  agreement  given  to  secure  the  payment  of  money 
entered  in  his  office  for  recording,  and  every  assignment  thereof,  and 
to  file  such  record  with  the  county  board  of  tax  revision.  Likewise  the 
prothonotary  or  clerk  of  the  court  of  common  pleas  is  required  to  keep 
a  daily  record  of  every  judgment  or  instrumcQt  securing  a  debt,  entered 
of  record  in  his  office,  and  to  file  such  record  in  tiie  6&ce  of  tiie  county 
commissioners  or  with  the  board  of  tax  revision. 

Trust  companies  pay  a  considerable  amount,  possibly  20  per  cent  of 
the  total,  on  personal  property  which  tii^  hold  in  trust  In  many  in- 
stances the  beneficiaries  of  these  trusts  are  widows  and  orphans  who 
are  least  of  all  among  those  subject  to  the  tax  able  to  bear  me  burden. 

The  remaining  30  per  cent  is  paid  hy  persons  who,  because  of  their 

known  wealth,  holdings  of  securities,  credits,  etc.,  or  other  drcomstances, 

attract  the  attention  of  the  assessors,  and  by  those  of  lesser  wealth  who 
conscientiously  seek  to  obey  the  law.  It  is  a  striking  commentary  on 
the  administration  of  this  law  to  note  that  only  about  15,000  individuals 
in  Allegheny  county  made  a  return  of  their  intangible  personal  prop- 
erty in  1915. 

From  the  point  of  view  of  the  amount  of  intangible  personal  prop- 
erty listed,  the  system  is  generally  conceded  to  be  successful.  The  fol- 
lowing table  shows  in  round  numbers  the  growth  in  the  amount  of 
intangibles  listed  in  the  State:  ^ 

1885  ^  145^,000 

1891  575,000,000 

1897   673,000,000 

1903   847,000,000 

1906....-   932,000,000 

1907   1,014,000,000 

1909   1,141,000,000 

1910   1,184,000,000 

1912    1,266,000,000 

1913  •••••••• •••• 1,402,000,000  ^ 

Jn  favor  of  the  existing  low  rate  on  intangibles  it  may  be  said  that: 
1*  U  is  vas^  si^>erior  to  the  old  gimenl  ptoper^  tax  stiU  in 
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existence  in  maiqr  states  though  rapidly  disaspearing  every- 
where. 

2.  Where  the  tax  is  collected  at  the  source,  as  in  the  case  of 

corporate  loans,  it  works  well. 

3.  It  succeeds  in  reaching  mortgages,  judgment,  and  personal 
property  held  in  trust 

4.  It  brings  a  large  amount  of  intangible  personalty  upon  the 
assessment  rolls. 

5.  The  tax  is  not  burdensome  upon  investments  yielding  four, 
five,  or  a  higher  per  cent 

6.  It  taxes  the  owner  as  a  person  where  he  resides. 

t 

Against  the  system  it  may  be  urged  that: 

1.  It  is  inequitable  per  se  in  that  the  tax  rate  is  uniform  upon 
all  intangibles  and  so  recognizes  no  difference  between  the 
investment  yielding  2  per  cent  and  one  3-ielding  6  per  cent. 

2.  It  is  inequitable  and  unfair  in  that  it  reaches  personal  prop- 
erty held  in  trust  which  in  many  instances  is  the  sole  source 
of  income  of  widows  and  orphans,  while  the  security  hold- 
ings of  thousands  of  the  middle  class  go  untaxed. 

3.  It  leaves  untouched  in  the  aggregate  a  vast  amount  of 
"moneyied  investments"  taxable  under  the  law,  because  there 
is  no  source  of  information  except  the  honesty  of  the  in- 
dividual in  assessing  himself,  which  by  universal  experience 
stands  condemned  as  untrustworthy.  Failure  to  reach  ^  this 
class  of  taxables  necessarily  throws  the  burden  of  raising 
revenue  upon  other  classes,  especially  real  estate  which  can 
not  escape  the  taxing  officials. 

4.  The  failure  to  assess  and  collect  this  tax  leaves  thousands  of 
persons  with  comfortable  incomes  without  any  fiscal  *'stake" 
'or  interest  in  government,  city,  county,  or  state. 

Undoubtedly  a  more  efficient  collection  of  tihis  tax  upon  intangi- 
bles, other  than  a>rporate  loans  or  where  collection  or  information  at 
source  prevails,  would  result  from  a  greater  centralization  of  assess- 
ments. It  is  everywhere  recognized  that  one  of  the  fundamental  evils 
of  our  taxing  methods  is  the  lack  of  equitable  smd  scientific  assessments 
of  property  and  persons  as  a  result  of  which  inequality,  inequity,  tax- 
dodging,  perjury  and  discontent  prevail.  Under  the  existing  system  of 
untrained,  under-paid  local  assessors,  dependent  for  re-election  upon  the 
votes  of  those  whom  they  assess  or  for  re-appointment  upon  the  favor 
of  a  local  board  or  other  authority,  little  advance  toward  equitable 
assessments  can  be  expected.  Experience  in  other  states  shows  that  sat- 
isfactory results  can  best  be  obtained  by  centralizing  the  administration 
of  the  personal  property  tax  in  the  hands  of  a  state  official,  free  from 
local  influence,  dothed  with  large  powers  of  investigation,  who  appoints 
his  subordinates  preferably  under  civil  service  rules  and  protection. 
Assessors  will  thus  be  free  from  all  political  or  local  influences,  will  be 
liermanently  employed,  and  promoted  upcm  demonstrated  ability  and 
fitness  for  the  office  they  fill. 

Your  Committee  is  of  the  opinion,  however,  that  even  with  this  kind 
of  centralization,  the  present  system  of  taxing  intangibles  in  this  State 
cannot  be  administered  to  accomplish  results  as  fair  and  satisfactory  as 
can  be  secured  by  means  of  a  graduated  income  tax.  Such  a  tax  efficiently 
administered  under  centralized  state  control,  preferably  a  tax  commis- 
sioner or  commissioners,  would  reach  not  only  the  income  from  intangi- 
ble property,  but  the  income  from  whatever  source  derived.  Thousands 
who  now  escape  taxation  oitirdy  would  under  such  a  system  bear  their 
proper  share  of  &e  tax  burden,  and  the  increasingly  heavy  buxd^  of 
Vacation  upon  real  estate  would  be  proportionately  Ufted. 

A  summary  of  the  evolution  and  operations  of  state  income  taxes, 
wiU  be  found  in  the  Appendix  to  this  Report 
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CORPORATION  TAXES^ 

The  State  of  Pennsylvania  derives  a  large  part  of  its  revenue  from 
taxes  on  various  classes  of  corporations.  While  recognizing  that  greater 
uniformity  of  tax  rates  on  the  various  classes  of  corporations  mi^t  be 
desirable,  your  Committee  confines  itself  to  4e  following  reconmiei^ 

dations.^  ^    ,         •    ^  .  , 

(It  may  be  noted  that  if  a  tax  on  the  incomes  of  corporations  be 
substituted  for  the  present  capital  stock  tax,  the  comments  and  recom- 
mendations regarding  all  but  exemption  matters  would  be  inapplicable.) 

Savings  Banks  Without  Capital  Stock :  In  the  opinion  of  your  Com- 
mittee, no  good  reason  now  exists  for  exempting  saving  banks  without 
capital  stock  from  taxation  similar,  even  if  not  altogether  equal,  to  the 
bank  stock  tax  on  savings  banks  with  capital  stock.  The  surplus  at 
least  should  be  taxed. 

Banks  with  Capital  Stock:  In  the  law  taxing  bank  stocks,  which 
provides  for  a  4-imll  tax  on  the  actual  value  of  me  stock,  determined 
1^  adding  capi^,  surplus  and  undivided  profits,  the  privil^e  is  given  to 
pay  10  mills  on  the  par  value  of  the  shares  at  the  option  of  the  bank. 
In  the  year  1912  it  was  estimated  that  the  State  lost  $400,000  by  the 
giving  of  this  privilege;  and  it  has  been  stated  that  this  alternative  dis- 
criminates against  the  smaller  banks,  in  favor  of  the  larger  ones.  The 
law  should  be  changed,  cancelling  this  special  privilege.  (See,  also,  the 
recommendations  in  the  following  paragraphs.) 

Trust  Companies  and  Title  Insurance  Companies:  Since  1907  the 
value  of  capital  stock  of  title  insurance  and  trust  companies,  on  which 
there  is  a  tax  of  5  mills,  has  been  ascertained  by  adding  the  capital  stodc, 
surplus  and  undivided  profits.  The  value  of  the  capital  stock  of  corp- 
orations paying  the  5-mill  tax  is  measured  not  only  by  "book  value," 
but  also  by  net  earnings.  The  difference  can  be  made  clear  by  an  ex- 
ample: a  corporation  whose  business  is  that  of  buying  and  selling 
coal  may  have  capital  stock  of  the  same  '*book  value"  as  that  of  a  trust 
company,  and  each  may  be  earning  a  net  profit  of  twenty  per  cent  on 
its  capital  stock,  yet  the  coal  company  will  pay  a  tax  possibly  twice  as 
great  as  that  of  the  trust  company,  because  the  coal  company's  "book 
value"  is  multiplied  by  some  figure  representing  someone's  judgment  of 
the  relation  of  net  earnings  and  capital  stock  value. 

If  corporation  taxes  are  to  be  based  on  the  value  of  the  capital 
stock,  all  corporations,  irrespective  of  the  character  of  thdr  business, 
should  have  such  value  m^umred  by  the  same  uniform  method,  althoue^ 
it  is  obvious  that  the  relation  between  net  earnings  and  capital  stock 
will  differ  in  the  different  classes  of  corporations.  At  present  this  rela- 
tion is  left  to  the  judgment  of  the  Auditor  General's  Department  in 
reviewing  the  appraisals  made  by  corporation  officials. 

Corporations  Engaged  in  Manufacturing :  In  considering  the  ex- 
emption that  manufacturing  corporations  enjoy  to  the  extent  of  that  part 
of  their  capital  stock  employed  within  the  State  in  manufacturing,  this 
anomaly  appears :  a  corporation  having  all  its  capital  employed  in  man- 
ufacturing within  the  State  pays  no  more  tax  tihan  an  unincorporated 
company  similarly  located.  The  theory  of  corporation  taxation  is  that 
the  corporation  is  a  creature  of  the  State,  given  certain  privileges  with- 
held from  unincorporated  bodies,  and  that  it  diould  pay  the  State  for 
these  privileges.  From  a  taxation  standpoint,  as  well  as  that  of  equity, 
a  manufacturing  corporation  having  its  entire  capital  employed  in  man- 
ufacturing within  the  State  should  pay  a  tax  to  the  State.  Your  Com- 
mittee^is  of  the  opinion  that  instead  of  the  present  full  exemption  of 
tax  on  that  part  of  the  capital  stock  employed  in  manufacturing  within 
the  State,  the  exemption  should  be  reduced  at  once  by  one-fifth ;  that 
is  to  say,  manufacturing  corporations  should  pay,  to  begin  with,  one 
mill  on  capital  stock  employed  in  manufacturing  witiiin  the  State,  besides 
the  present  five  mills  on  capital  stock  not  so  employed.   One  year  after 

(^)  A  full  discussion  ot  State  taxation  will  be  found  in  the  Appendix. 
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this  reduction  the  exemption  should  be  further  reduced  by  requiring  a 
tax  of  2  mills  on  that  part  of  the  capital  stock  now  exempt;  and  so  on 
annually  until  the  manufacturing  corporation  pays  the  same  corporation 
tax  as  the  non-manufacturing  company,  for  the  privilege  of  conducting 
its  operations  under  corporate  form.  An  unincorporated  manufacturmg 
company  df  course  does  not  pay  this  tax.  So  it  should  be  apparent  that 
no  question  of  "taxing  industry"  is  involved.  The  question  is  one  of 
special  privilege  to  a  certain  class  of  corporations,  and  your  Committee 
believes  that  Pennsylvania's  prosperity  has  a  deeper  foundation  than 
the  one-half  per  cent  special  privilege  in  favor  of  incorporated  manu- 
facturers. 

Because  of  the  increased  revenue  which  the  State  would  derive  from 
the  abolition  of  this  exemption,  it  may,  perhaps,  be  deemed  advisable  to 
reduce  the  rate  of  taxation  on  corporations  generally. 

Local  Uxemption  of  Machinery:  The  question  of  the  exemption 
of  machinery  in  Pittsburgh  can  best  be  treated  at  this  point,  although 
this  exemption,  of  course,  is  in  favor  of  all  alike,  unincorporated  and 
incorporated.  Machinery,  as  such,  is  nowhere  taxable  in  Pennsylvania; 
machinery  that  is  so  attached  to  the  ground  or  building  as  to  become,  in 
the  legal  sense,  a  part  of  the  real  estate,  is  taxable  everywhere  as  build- 
ings (that  is,  it  is  included  in  the  assessed  building  valuation  and  taxed,) 
unless  there  is  some  special  exemption  law.  Cities  of  the  first  and  sec- 
ond class  (Pittsburgh  and  Scranton)  exempt  such  machinery  as  would 
ordinarily  be  taxable.  Allegheny  County  taxes  all  such  machinery,  as 
do  also  the  cities,  townships  and  boroughs  m  the  County  outside  of 
Pittsburgh. 

If  the  exemption  of  machinery  in  Pittsburgh  should  be  removed,  it 
would  become  taxable  as  buildings,  and  at  once  the  "graded  tax  law" 
would  operate,  reducing  the  tax  immediately  by  twenty  per  cent,  in  1919 
by  thirty  per  cent,  in  1922  by  forty  per  cent,  and  in  1925  by  fifty  per 
cent.  Your  Committee  recommends  that  the  special  exemption  of  ma- 
chinery in  Pittsburgh  be  removed.  The  additional  revenua  from  this 
source  would  be  considerable,  tending  to  reduce  by  just  so  much  the  tax 
burden  on  other  forms  of  property. 

A  little  further  discussion  of  manufacturers'  exemptions  may  be 
profitable  here.  Let  us  consider  what  usually  attracts  a  manufacturer 
to  a  particular  location.  If  he  does  not  choose  Ae  place  where  he  re- 
sides, for  no  other  reason  than  that  it  is  his  home,  it  is  either  nearness 
to  his  supply  of  raw  material,  or  to  his  supply  of  labor,  or  to  his  selling 
market.  Economy  or  efficiency  is  the  basis  for  his  choice.  It  should  be 
obvious  that  a  saving  of  one-half  of  one  per  cent  (the  five  mill  capital 
stock  tax)  would  not  be  the  deciding  factor  if  any  of  the  three  "prox- 
imities" just  mentioned  amounted  to  more  than  that.  Other  things 
being  equal,  the  tax  exemption  might  be  a  deciding  factor,  but  other 
things  seldom  are  equal.  The  same  line  of  reasoning  holds  true  in  the 
case  of  tiie  machinery  exemption.  The  machinery  exemption,  moreover, 
causes  great  difficulties  of  administration;  for  example,  are  blast  fur- 
naces machinery?  And  if  machinery  is  exempted,  why  not  exempt  a 
building  in  which  a  diemical  is  manufactured  by  the  mere  mixing  of 
ingredients,  or  the  barn  in  which  the  farmer  stores  his  wheat?  A  be- 
ginning has  been  made  in  Pittsburgh  in  untaxing  improvements  through 
the  operation  of  the  graded  tax  law,  previously  noted.  Should  not 
all  improvements  enjoy  equally  the  benefits  of  this  law? 

If  it  be  claimed  by  those  in  favor  of  these  exemptions  that  they 
mfluence  industries  to  locate  or  remain  in  Pittsburgh  or  in  Pennsyl- 
vania, let  t^em  examine  the  facts.  A  tax  law  may  be  changed  any  day; 
supplies  of  material  and  labor  and  a  selling  market  in  a  neighborhood 
are  more  permanent.  Manufacturing  in  Allegheny  County  outside  of 
Pittsbturgh  has  grown  as  rapidly  as  in  ^  Pittsburgh,  but  without  a  ma- 
chinery exemption.  Manufacturing  has  increased  rapidly  in  Ohio,  Will 
an  abolition  of  exemptions  drive  industries  there,  where  the  personal 
property  of  a  manufacturer  is  taxed  at  the  same  rate  as  his  real  estate. 
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and  where,  while  the  capital  stock  tax  rate  is  lower,  there  is  no  exemp- 
tion? From  a  manufacturing  standpoint,  Pittsburgh  and  Pennsylvania 
depend  upon  their  resources,  their  location  and  their  labor  for  industrial 
greatness,  not  upon  tax  exemption  privil^^.  Let  us  not  discriminate 
against  our  manufacturers,  but  let  us  be  equally  careful  not  to  discrim- 
inate in  favor  of.  them,  against  other  forms  of  business  activity. 

Our  progressive  sister  city,  Cleveland,  is  often  cited  as  an  example 
of  a  rapidly-growing  municipality  where  manufacturing  is  thriving  and 
increasing.  A  comparison  of  the  taxes  paid  by  manufacturers  should, 
therefore,  be  of  particular  interest.  The  Report  of  the  Special  Tax 
Commission  of  the  City  of  Cleveland,  1915,  (p.  12),  presents  a  list  of 
"six  manufacturing  industries,  which  are  among  the  largest  in  the  City 
of  Cleveland/*  having  a  total  land  valuation  of  $1,371,690,  a  total  build- 
ing valuation  of  $3,266,740,  a  total  personal  property  valuation  of 
$5,18S»715,  a  tax  rate,  not  only  on  land  and  buildings  but  also  on  per^ 
sonal  property,  of  15.1  mills,  and  a  total  tax  paid  of  $148,344.58.  (Ap- 
parently the  figures  are  for  1914.)  In  that  year  in  the  Old  City  of 
Pittsburgh,  manufacturing  properly  with  the  land  and  building  valuation 
mentioned  above  would  have  paid  a  city  tax  of  9.4  mills  (10  per  cent 
less  on  buildings,)  a  school  tax  of  6  mills,  and  a  county  tax  of  2.75 
mills,  or  a  total  tax  of  $81,216.77.  Beyond  this  point  comparisons  be- 
come a  little  more  difficult;  but  it  will  be  noted  that  between  $148,344.58 
and  $81,216.77  there  is  a  considerable  margin.  The  bulk,  in  value,  of 
the  machinery  of  large  manufacturing  concerns  is  so  attached  to  the 
land  as  to  become  a  part  of  the  freehold,  so  that  it  may  be  presumed 
that  the  building  valuations  given  above  include  a  large  madiinery  val- 
uation. Ohio  corporations  pay  \%  mills  on  ca^tal  stock  to  the  state, 
Pennsylvania  corporations  pay  5  mills,  but  the  methods  of  valuation 
differ.  It  is  confidently  asserted  that  the  difference  of  $67,127.81  in  the 
tax  in  favor  of  the  Pittsburgh  manufacturers  would  pay  the  tax  on  any 
exempted  machinery  not  included  in  the  building  valuations  given,  and 
also  the  difference  in  the  corporation  taxes  in  the  two  states,  even  if 
the  partial  exemption  in  favor  of  manufacturing  corporations'  capital 
stock  in  Pennsylvania  were  removed,  and  still  leave  a  good  balance  in 
favor  of  Pittsburgh  manufacturers. 

Further  evidence  of  the  superior  advantages  from  the  standpoint  of  , 
taxation,  employed  by  Pittsburg  as  compared  with  Cleveland  and  other 
manufacturing  cities  is  presented  in  the  following  table  from  tlie  ''Bco* 
ncnnic  Survey  of  Pittsburgh"  made  by  Dr.  J.  T.  HoldsworA  in  1912: 
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INHERITANCE  TAX 


Pennsylvania  has  raised  revenue  for  state  purposes  by  a  tax  on 

inheritance  longer  than  any  other  state  in  the  Union.  As  early  as  1^ 
the  Legislature  imposed  a  tax  on  collateral  inheritances,  which  it  has 
maintained  down  to  the  present  time.  The  present  tax  is  based  on  an 
act  passed  in  1887,  amended  since  only  in  minor  particulars.  Even  at 
this  later  date,  sixty  years  after  the  adoption  of  the  tax  by  Pennsyl- 
vania, only  four  other  states  in  the  Union  had  such  a  law  on  their  sta- 
tute books.  Maryland  had  introduced  the  tax  in  1845,  Delaware  in  1869, 
New  York  in  1885  and  West  Virginia  in  1887/ 

Since  this  date,  however,  as  will  be  seen  from  the  table  appended, 
the  use  of  tixe  tax  on  collateral  inheritances  has  spread  rapidly.  Tonday 
forty-three  states  have  adi^ted  it  in  some  form  and  only  .five  states  are 
without  it. 

While  Pennsylvania  deserves  the  credit  of  being  the  first  state  to 
make  use  of  the  inheritance  tax,  other  states  have  gone  far  beyond  it  in 
the  development  of  the  tax.  In  two  fundamental  respects  the  Penn^yl* 
vania  law  much  needs  amendment. 

(1)  The  tax  should  be  applied  to  direct  inheritances. 

(2)  The  tax  rate  should  be  made  progressive,  both  with  respect  to 
to  the  size  of  the  inheritance  and  with  respect  to  the  degree 
of  relationship  of  the  heir. 

The  Tax  Should  Be  Applied  to  Dhrect  Inheritances 

That  both  students  of  taxation  and  the  general  public  are  rapidly 
reaching  the  conclusion  that  a  properly  levied  tax  on  direct  inheritances 
is  a  desirable  tax  may  be  inferred  from  die  extent  to  which  such  a  tax 
has  already  been  adopted.  As  will  be  seen  from  the  accompanying  table. 
New  York  was  the  first  state  to  impose  a  direct  inheritance  tax.  It  was 
introduced  in  that  state  in  1891.  Since  that  time  it  has  been  adofrted 
by  31  other  states,  of  which  one  has  abandoned  it,  so  diat  it  is  now  in 
use  in  nearly  two-thirds  of  the  states  of  the  Union. 

Yet  there  still  survives  a  considerable  amount  of  opposition  to  the 
use  of  this  tax.  It  may  be  worth  while,  therefore,  to  consider  how  much 
ground  there  is  for  this  opposition. 

No  one  can  seriously  maintain  that  either  the  right  of  bequest  or 
tibe  right  of  inheritance  is  a  natural  right.  They  are  both  rights  created 
and  enforced  by  society,  not  in  recognition  of  any  natural  right  of  one 
individual  to  conti-ol  the  disposition  of  his  property  after  his  deadi,  or 
of  another  to  receive  title  to  property  left  l^y  the  deceased,  but  for  the 
accomplishment  of  certain  practical  ends.  The  two  most  obvious  sodal 
advantages  of  the  institution  are  the  following:  it  stimulates  industry 
and  thrift  by  the  incentive  it  holds  out  to  the  living  to  make  adequate 
provision  for  those  dependent  on  them;  and  it  insures  the  economic 
independence  of  the  individual  heir  and  the  integrity  of  the  family  life 
after  the  death  of  the  bread  winner. 

How  far  would  the  imposition  of  a  tax  on  inheritances  interfere  with 
either  of  the  social  advantages  just  mentioned?  So  far  as  the  incentive 
to  industry  and  thrift  is  concerned  it  would  probably  be  increased  rather 
than  diminished  by  a  tax  on  inheritances*  WhaA  a  man  is  anxious  to 
accomplish  is  to  leave  to  those  dependrat  on.  him  enough  to  enat^  them 
to  maintain  after  his  deatii  the  same  standard  of  living  that  they  enjoy^ 
during  his  life.  If  a  portion  of  his  estate  is  to  be  taken  for  the  use 
of  the  community,  he  will,  so  far  as  his  conduct  is  at  all  affected,  en- 
deavor to  increase  by  that  much  the  size  of  his  estate.  For  the  great 
majority  of  men,  however,  the  prac^cal  effect  of  the  tax  in  this  respect 
would  be  negligible. 

The  effect  of  the  tax  on  the  economic  condition  of  the  heirs  is 
obvious.    By  so  much  as  their  inheritance  is  diminished  by  the  tax,  by 

0  Seligman:    Kssays  in  Taxation,  8th  Ed.  (1913),  pp.  137-13S. 
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that  much  5s  their  economic  well-being  reduced.  But  any  unfavorable 
effect  of  this  reduction  may  be  largely  avoided  by  a  scientific  levy  of 
the  tax.  By  exempting  a  certain  amount  of  all  direct  inheritances,  by 
adopting  a  progressive  rate,  increasing  as  the  size  of  the  inheritance 
increases,  and  by  varying  the  rate  in  accordance  with  the  degree  of  re- 
lationship of  the  heirs,  a  large  amotint  of  revenue  may  be  obtained  with- 
out inflicting  any  appreciate  amount  of  hardship  upon  the  heirs- . 

Clearly,  then,  no  weighty  argument  against  the  direct  inheritance  tax 
can  be  based  on  these  general  considerations.  On  the  other  hand  some 
of  the  eflFects  of  the  tax  would  be  advantageous  to  society.  In  certain 
respects  the  unrestricted  right  of  inheritance  has  unfortunate  conse- 
quences. Over  against  the  social  advantages  of  this  institution  should 
be  placed  the  demoralizing  effect  of  unearned  wealth  upon  the  character 
of  those  who  receive  it  by  inheritance,  and  the  undemocratic  develop- 
ment of  enormous  family  estates,  passed  on  from  generation  to  genera- 
tion by  virtue  of  this  institution.  So  far  as  either  of  these  evils  may  be 
checked  by  the  use  of  taxes  on  direct  inheritances,  to  that  extent  wm 
the  tax  be  advantageous  to  the  commtinity,  altogether  apart  from  the 

revenue  it  j^elds.  ^  ,        rc  ^ 

If  it  is  agreed  that  the  social  advantages  of  the  tax  at  least  offset 
its  disadvantages,  the  way  is  clear  for  a  discussion  of  this  form  of  tax 
on  Its  merits.    How  far  does  it  conform  to  the  recognized  principles  of 
taxation?    Revenues  must  be  raised  for  public  purposes.    In  raising 
these  revenues  the  aim  should  be  to  interfere  as  little  as  possible  with 
the  productive  activities  of  society,  and  to  inflict  the  least  possible  hard- 
ship upon  those  who  have  to  pay  the  taxes.    Moreover,  as  was  pointed 
out  long  ago,  taxes  should  be  uniform,  certain,  definite,  economical  to 
levy  and  collect,  and  levied  and  collected  at  the  time  and  in  the  manner 
most  conveniefit  for  the  taxpayer.    A  little  consideration  will  satisfy 
any  one  tfiat  a  tax  on  inheritances  conforms  to  a  remarkable  degree  to 
Ihese  requirements.    It  is  definite,  it  is  economical,  it  is  convenient  to 
pay.   Much  in  its  favor  is  the  fact  that  it  is  unavoidable.    As  the  estate 
must  pass  through  the  hands  of  the  probate  court,  the  amount  of  it, 
and  the  amount  of  the  tax  due  from  it,  is  definitely  established,  and 
there  can  be  no  escape  from  the  payment  of  the  tax.    In  that  respect  it 
contrasts  most  favorably  with  such  a  tax  as  that  on  personal  property, 
which,  under  a  specious  guise  of  uniformity  results  in  a  gross  lack  of 
uniformity,  owing  to  the  difficulties  in  the  way  of  the^  complete  assess- 
ment of  such  property.    Moreover,  the  tax  involves  little  or  no  inter- 
ference with  the  productive  activities  of  society,  and  the  hardship  it 
hnposes  upon  tiiose  who  lay  it  is  reduced  to  a  mmimum.  It  is  certainly 
easier,  less  inconvenient  and  less  disagreeable  for  anyone  to  go  without 
a  hundred  dollars  he  has  never  possessed,  than  to  part  with  a  hundred 
dollars  of  his  past  accumulations.    In  all  these  respects  fewer  objections 
can  be  brought  against  this  tax  than  against  almost  any  other  tax  that 

can  be  mentioned.  ,        u    r  a 

An  additional  argument  for  the  tax  on  inheritances  is  to  be  found 
in  the  fact  that  it  admirably  supplements  and  rounds  out  the  general 
scheme  of  taxation.  The  great  bulk  of  public  revenue  is  raised  from 
income  whether  the  basis  of  assessment  be  direct  income,  or  property 
as  a  rough-and-ready  index  of  income.  But  the  income  reached  by 
these  oth©r  taxes  is  a  man's  regular  and  normal  income.  An  inheritance 
is  so  to  speak,  an  accidental  income,  having  no  weight  in  a  property  tax, 
and  comparatively  little  in  an  income  tax,  yet  it  greatly  increases  tne 
ability  of  the  recipient  to  pay  taxes.  There  5s  propriety,  therefore,  in  a 
special  tax  on  this  special  income.  And  finally,  the  tax  is  in  line  with 
the  modern  tendency  to  discriminate  between  income  from  different 
sources,  with  a  lower  rate  upon  incomes  from  labor,  sometimes  called 
earned  'incomes,  than  upon  incomes  from  property  or  other  sources.  ^ 

Over  against  all  these  admirable  characteristics  of  the  tox  on  in- 
heritances only  one  serious  disadvantage  can  be  placed.  The  income 
from  such  a  tax  is  more  or  less  fluctuating,   The  amount  of  property 
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that  passes  through  the  probate  court  varies  from         to  W  a^^ 

variaSon  would  become  more  marked  f  !i  If  rf of  ^t« 
KpW  the  exemntion  limit  was  excluded.   And  jf  the  rate  ot  tne  jax 

Sc"  *d%f.l"'amoun.  of  th.  *^,jrr*emsXf"^ 
^otofp.c  wniilfl  fluctuate  ui  amount  more  man  tne  estates  tnembcivLs. 
m?mS»t^^^nsiStiS  S^llThow.  however  that  this  fluctuation  becomes 
W  m  the  number  of  persons  covered  by  the  tax  mcreases  The  tluctua 
tion  in  a  sS  dt^  would  be  so  great  that  the  tax  would  be  quite  un- 
fdteWe  forSuSarpurposes.  With  an  area  as  large  as  the  State  ^ 
SsvlvSa  however,  these  local  fluctuations  would  largely  offset 
^atS^'and^e  revenue  for  the  State  as  a  whole  would  be  fairly 

**"'He^e  then  is  a  possible  source  of  revenue  of  which  PenMjdv^ 
is  makYng  no  use.   Th^  yield  from  it  would  be  fjffi^J"^^^  ^^fS^^f^^ 
hnrse  the  State  for  any  loss  of  revenue  tt  would  suffer  if  it  should  see 
fi?  to  accept  the  recommendations  of  this  Report  M  turn  over  to  the 
£:iltiS  sSdrSstincdy  local  taxes  as  it  now  levies  for  its  own  use. 

The  Inheritance  Tax  Should  Be  Made  Progressive 

In  order  that  the  hardship  caused  by  this  tax  on  direct  inheritances 
may  be  Ct  at  a  minimum,  and  at  the  same  time  a  goodly  amount 
AfVevLuTmav  be  derived  from  it,  the  tax  must  be  progressive.  Ref- 
JUSTo  the  fable  will  show  that  of  the  31  states  that  have  a  tax  ^ 
^  inheritances  21  have  a  progressive  tax  and  only  11  ^  P'^^P^jf^'gJ 
S.    The  argument  for  the  progressive  tax  ""^''f  ^Jf"  J¥j  ^7 
Tverv  low  rite  on  small  inheritances  and  an  advanong  rate  as  the _  in- 
heritance Tnc'eases  can  the  easily  available  '^X^  Tlo w 
without  inflicting  undue  hardship.   A  proportional  rate  must  be  a  low 
Tate    Of  the  11  states  that  have  it,  ei|^t  have  one  per  cent-  or  less. 
wiiilV  the  other  three  have  only  two  per  cent.                         .   ^  -^u 
Of  Sie^S  States  fliat  have  a  progressive  tax,  eighteen  start  with 
a  rate  of  oSJ^  cei^  one  with  one-half  per  cent  and  one  with  three 
5eJ  ant    The  rate  advances  in  one  case  to  one  and  one-quarter  per 
?St.T'two  cases  to  two  per  cent,  in  six  cases  to  three  per  cen^n 
cases  to  four  per  cent,  in  two  cases  to  four  and  one-half  per  cent, 
to  t^  cases  to  five  per  cent,  in  one  case  to  eight  per  cent  and  m  one 
Ssfto  fifteen  per  cent.    A  maximum  rate  offtve  per  c^t  is  not  ex- 
Mssive  provided  the  limits  for  each  rate  are  suffiaentiy  n«n. 

The  progressive  rate  is  perfected  by  exempting  a  certain  amouM 
entirely  This  exemption,  Uke  the  rate,  should  vary  with  the  degree  of 
Sationship  of  the  heir  to  the  deceased.  This  is  the  case  m  thir  een 
^t  of  Se  iWr^ne  states  using  tiie  tax,  but  no  two  of  the  thirteen 
Stet«S  Iwve^e  Mme  scale  of  exemptions.  They  vary  from  $1,000- 
goW  Ar^sas  to  $5.00a-$25,000  in  Oklahoma  Of  the  e,g>^een 
states  that  have  a  uniform  exemption,  five  exempt  $5,000,  eight  exempt 
$10,000  and  one  each  exempts  $2,000,  $3,000,  $7,500,  $20,000  and  $25  Wa 
Custom  and  reason  alike  would  indicate  that  an  exemption  varying  from 
$5,000  to  $10,000  with  the  degree  of  relationship  would  • 
In  a  few  states,  the  exemption  is  held  to  apply  to  whole  estate, 
in  the  reminder  to  the  individual  share.  In  Rhode  Island  there  are 
two  taxes  one  on  the  whole  estate  and  one  on  the  inhentsmce.  That 
Se  Smpticm  should  apply  to  the  individual  share  seems  to  need  no 
SLmS.  A  person  r^4ig  a  bequest  from  a  large  estate  should  be 
Sled  no  more  than  one  receiving  a  beauest  of  the  same  size  from  a 

^^^nsul  estate  * 

In  1897"  the  Legislature  of  Pennsylvania  passed  an  act  imposmga 

tax  on  direct  inheritances.  The  act  provided  that  ^^f  "J^der  f  ^ 
Sould  be  exempt.  It  was  held  by  the  Supreme  Court  of  Ae  State  that 
his  provision  violated  the  constitutional  reqmrement  of  ^*ormity  m 
taxation.  That  objection  would  probably  be  obviated  ^nd  Ae  pro- 
gressive tax  be  brought  within  the  reqmrements  of  the  Consbtaibon,  if 
tiie  exemption,  whatever  its  amount^  apphed  to  aU  inheritances  of  the 
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same  class  whatever  their  amount,  and  if  the  advancing  rate  of  die  tax 
applied  in  each  case  only  to  the  excess  of  the  inheritance  above  the 
amount  subject  to  the  next  lower  rate.  That  is  tibe  principle  followed 
in  the  case  of  the  Federal  Income  Tax  and  in  several  state  income  and 
inheritance  tax  laws,  and  is  not  only  constitutional  probably  but  equitable. 

The  tax  on  collateral  inheritances  in  Pennsylvania  is  at  the  flat  rate 
of  five  per  cent,  with  an  exemption  of  $250.  To  make  the  system  ideal 
the  exemption  should  be  abolished,  and  the  rate  made  progressive.  Of 
the  forty-three  states  taxing  collateral  inheritances,  eight  have  no  ex- 
emption. There  is  no  very  convincing  reason  why  an  exemption  should 
be  allowed.  In  twenty-seven  of  the  forty-three  states  the  tax  is  pro- 
gressive, sauting  at  various  rates  from  one  to  five  per  cent,  and  reach- 
ing a  maximum  varying  from  five  per  cent  in  two  states  to  fifteen  per 
cent  in  nine  states,  twenty-four  in  one,  twenty-five  in  one  and  thirty 
in  one.  The  argument  for  a  progressive  tax  applies  to  the  tax  on  col- 
lateral inheritances  fully  as  strongly  as  to  the  tax  on  direct  inheritances. 
A  rate  advancing  gradually  from  five  per  cent  to  fifteen  per  cent  would 
be  in  line  with  modern  practice.  Each  higher  rate  should  apply  to  the 
amount  of  inheritance  in  excess  of  the  amount  subject  to  the  next 
lower  rate. 

Under  the  present  law  bequests  for  charitable  purposes  are  not  ex- 
empt in  Pennsylvania.  It  would  seem  to  be  the  part  of  wisdom  to  leave 
that  provision  unchanged.  It  is  doubtful  if  anyone  is  ever  deterred 
from  making  such  a  bequest  on  account  of  tiie  tax,  and  the  loss  of 

income  to  the  individual  charity  is  offset  by  the  gain  to  the  State.  To 
introduce  the  principle  of  exempting  charitable  b^uests  would  <mly 

complicate  the  system. 

In  levying  inheritance  taxes  there  is  always  danger  of  double  taxa- 
tion whenever  the  deceased  has  had  his  domicile  in  one  state  and  has 
owned  property  in  another  state.  The  law  should  provide  for  reciprocal 
arrangements  with  other  states,  under  which  such  double  taxation  may 
be  avoided. 

Your  CcMmnittee  would  recommend,  therefore,  that  the  effort  be 
made  to  induce  the  Legislature  to  look  to  a  progressive  tax  on  both 
direct  and  collateral  inheritances  as  a  source  from  which  sufficient  rev- 
enue can  be  derived  to  offset  any  loss  occasioned  by  the  relinquishment 
by  the  State  to  the  localities  of  any  of  its  present  sources  of  revenue. 
If  it  be  found  that  a  progressive  inheritance  tax  cannot  be  so  framed 
as  to  satisfy  the  constitutional  requirement  of  taxation,  every  effort 
should  be  made  to  bring  about  the  adoption  of  a  constitutional  amend- 
ment authorizing  a  progressive  tax.  The  rate  should  vary  both  with  the 
amount  of  inheritance  and  with  the  degree  of  relationship;  and  exemp- 
tion and  rate  alike  should  apply  not  to  the  estate  as  a  whole  but  to  the 
individual  shares.  In  that  way,  with  properly  adjusted  rates,  the  maxi- 
mum amuoni  of  revenue  may  be  secured  witii  the  minimum  amount  of 
hardship. 
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INHERITANCE  TAXES  IN  THE  UNITED  STATES. 


DIR^  INHERITANCE 


COI,I,ATERAL  INHERITANCE 


Date  of 
Adoption 


Rate 
(%) 


Exemption 


Date  of 
Adoption 


Rate 
(%) 


Exemption 


Alabama  

Arizona  , 

Arkansas   •  < 

California  , 

Colorado  

Connecticut  

Delaware  

Florida  

Georgia  

Idaho  

Illinois  

TnHift.nft  

Iowa  

SjjUBMS.  

Emitueky  

Lonifliana  • . . 

Maine  

Maryland  

Massachusetts  

Michigan  

Minnesota  

MissisaippL  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire . . . . 

New  Jersey  

New  Mexico ....... 

New  York  

North  Carolina. . . . . 

North  Dakota  

Ohio  

Oklahoma  . . 

Orej^on   

Pennsylvania  

Rhode  Island  

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  

Vermont   •  •  • 

Virginia  

Washington  

West  Virginia  

Wisconsin  

Wyoming  


1912 

1 

1909 

1-8 

1905 

1-16 

1901 

2 

1897 

1-4 

1915 
1907 

1895 

1 

1-5 

1-2 

1904 
1911 

2 
1-2 

1907 

1899 
1905 

1-4 
1 

l^H 

1897 
1901 
1915 

1 
1 

1-  5 

1914 

1  ^ 

1891 
1897 
1913 

1-4 

H 
1-3 

1908 
1903 

1-4 
1 

1916 

1905 
1900 

1-4J< 

}901 

3-5 

1901 

1907 
1903 
1903 

1 

1-3 
1-3 
2 

Not  Taxed 
$  5,000-$10,000 
$  1.000-$  3,000 
$10,000-$24.000 
$10,000 
$10,000 
Not  Taxed 
Not  Taxed 
$5,000 
$  4,000-$10.000 

$20,000 
$  2.000-$10,000 
Not  Taxed 
Not  Taxed 
Not  Taxed 
$10,000 
$10,000 
Not  Taxed 
$10,000 
$  2.000-$  5,000 
$3,000 
Not  Taxed 
Not  Taxed 
$7,500 
$10,000 
$10.000-$20,000 
Not  Taxed 

$5,000 
Not  Taxed 
$5,000 
$2,000 
$  50a-$20,000 

Not  Taxed 
$  5,000-$25,000 
$5,000 
Not  Taxed 

$25,000 
Not  Taxed 
$  3,COO-$10.000 
$5,000 
Not  Taxed 

$10,000 
Not  Taxed 
Not  Taxed 
$10,000 
$10,000-$!  5,000 
$  2,000-$10,000 
S10.000-i25.000 


1912 
1901 
1893 
1901 
1889 
1809 


1907 
1S95 
1913 
1896 
1909 
1906 
1909 
1893 
1845 
1891 
1899 
1897 

1899 
1897 
1901 
1915 
1905 
1892 

1885 

1897 
1903 
1893 
1908 
1903 
1826 
1916 

1905 
1891 
1907 
1901 
1896 
1896 
1901 
1887 
1903 
1903 


2-6 
3  -24 
23^-30 
3  -10 
3-8 
1-  5 

5 

13^-15 
2  -10 

iH-15 

5 

3-15 
5 
5 

-  7 
5 

-  8 
5 

-15 


5 
5 

-  6 
-25 
5 
5 


5-8 

13^-15 
3  -15 
5 

5  -10 
2-6 

5 

H-  8 


3  -15 
5 

2  -12 
3-5 

5 
5 

3  -12 
3  -15 
lJi-15 

5 


Not  Taxed 
$500-$5,000 

$500 
$  500-$2,000 

$500 
$  500-$3.000 
$500 
Not  Taxed 

$5,000 
$  500-$  2,000 
$  500-$  2,000 
$100 
SI, 000 

$  i.ooo-$5,ooa 

$500 

Nothing 
$500 
$600 

$1,000 
$100 

$  100-$  i.ooa 

Not  Taxed 
Nothing 
$500 
$  500-$  2.000 
0-$10.000 
Nothing 
$500 
Not  Taxed 
$1,000 
$2,000 
Nothing 
$500 
$2,500 
$   500-$  2,000 
$250 
$1,000 
Not  Taxed 
$   100-$  1.000 

$250 
$  500-$  2,000 
$10,000 
Nothing 
Nothing 
Nothing 
Nothing 
$100-$500 
6500 


TAX  LIMIT  LAWS 

The  ever-growing  tax  rate  has,  of  late  years,  become  a  matter  of 
grave  concern  to  real  estate  owners  of  the  city,  whether  rnanufacturers, 
business  companies  or  home  owners,  or  tenants  contributing  indirectly 
to  the  tax  burden.  The  present  combined  rate  of  City,  School  and  County 
is  not  much  under  2^4  per  cent,  which  in  turn  is  not  much  less  than 
the  tax  that  the  "single-taxer"  would  advocate  levying  on  land  values- 
"Is  there  any  limit  to  the  future  tax  rate?"  asks  the  taxpayer. 

The  practice  of  fixing  by  law  a  maximum  tax  rate  beyond  which  it 
shall  be  prohibited  to  go  without  authorization  at  the  polls,  is  not  new 
in  tills  country.  Several  states,  for  example,  Ohio  and  Colorado,  now 
have  tax  limit  laws.  Of  the  same  general  nature  are  the  quite  common 
limitations  upon  the  bonding  power  of  local  government;  also  the  maxi- 
mum levy  for  specific  purposes,  for  example  the  6-mill  school  tax,  the 
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poor  tax,  etc.  Just  as  it  may  be  said  that  the  citizens  of  a  community 
deserve  no  better  administration  than  they  elect  at  the  polls,  so  it  may 
be  said  that,  within  limits,  the  taxpayers  deserve  no  greater  service  than 
thqr  are  willing  to  pay  for,  assuming  that  they  get  good  value  for  their 
money.  A  well-conducted  business  puts  a  limit  on  its  expense  account 
and  its  improvement  account;  it  considers  whether  it  can  afford  this  or 
that  service,  or  improvement  (unless  the  improvement  is  to  be  self- 
sustaining),  and  if  it  cannot  afford  all,  it  adopts  the  most  important  and 
postpones  the  others  until  it  can  afford  them.  If  the  owners  or  stock- 
holders are  willing,  by  vote,  to  authorize  an  extraordinary  expenditure 
after  all  the  facts  are  placed  before  them,  that  is  their  right. 

Hie  City  tax  rate  this  year  is  12.6  mills,  the  School  tax  6  mills, 
and  the  County  tax  in  the  City  mills  (in  1915,  2ji  mills.)  While 
the  application  to  administrative  matters  of  the  cflScienpy  conmion  among 
large  business  organizations  would  doubtless  reduce  these  rates,  yet  it 
should  be  understood  that  the  relatively  large  County  rate  is  due  largely 
to  mistakes  in  the  past,  such  for  instance  as  the  issuing  of  long  term 
bonds  for  the  construction  of  roads  with  only  a  few  years  of  life,  and, 
to  some  extent  apparently,  the  use  of  "bond  money"  in  some  cases  in- 
stead of  "tax  money"  for  the  reconstruction  or  repair  of  the  same  roads. 

While  no  criticism  of  the  Board  of  Education  is  here  intended,  and 
while  it  is  recognized  that  a  relatively  large  expenditure  is  necessary  in 
the  reconstruction  period  in  the  years  foUowmg  what  was,  in  most  cases, 
gross  mal-administration  under  the  old  regime,  yet  attention  ^ould  be 
called  to  the  fact  that  the  City  of  Pittsburgh  is  now  collecting  annually 
about  one-half  as  much  for  educational  purposes  as  for  all  other  activi- 
ties combined.  Perhaps  the  taxpayers  are  willing  to  "slow  up"  a  little 
now  on  the  construction  schedule. 

As  an  incidental  advantage  of  tax  limit  laws,  it  has  been  suggested 
that  if  the  attention  of  the  voter  be  directed  more  frequently  to  the  rela- 
tion between  administrative  economy  and  the  tax  rate,  he  as  a  taxpayer 
will  become  more  interested  in  efficient  administration  and  more  willing 
to  devote  some  of  his  time  to  assist  in  the  solution  of  munidjpal  prob- 
lems  and  in  constructive  criticism,  instead  of  wasting  time  in  vain  regrets 
and  useless  denunciation  "after  the  fact,"  when  it  is  too  late. 

In  an  article  entitied  'Tax  Limit  Laws,"  by  A.  B.  Peckinbaugh, 
State  Tax  Commissioner  of  Ohio,  in  Volume  IX  of  the  annual  confer- 
ence of  the  National  Tax  Association,  1915,  a  general  history  is  given 
of  the  operation  of  the  law  in  Ohio.  It  seems  that  the  effect  of  the  law 
was  to  lower  materially  the  annual  percentage  of  increase  in  taxes  in 
,  cities.  It  is  suggested  in  this  article  that  tax  limit  laws  should  con- 
tain  a  provision  that  the  amount  levied  shall  not,  subject  to  the  fixed 
limit,  exceed  the  amount  of  tiie  preceding  year  plus  a^  fixed  percentage, 
except  for  emergencies  and  for  payment  of  the  public  debt;  and  that 
tiie  tax  limits  fixed  shall  vary  according  to  the  varying  conditions  in  the 
different  taxing  districts.  In  Colorado  some  attempt  at  classifying  the 
districts,  with  varying  limits,  seems  to  have  been  made.  This  necessit}' 
for  variation  is  brought  out  also  in  the  Report  of  the  Special  Tax 
Commission  of  the  City  of  Cleveland,  1915,  page  25,  in  an  article  entitied 
"Taxation  in  Ohio." 

Your  Committee  recommends  that,  for  the  present,  no  attempt  be 
made  to  secure  the  passage  of  tax  limit  laws  in  Pennsylvania,  but  that 
the  experience  of  other  states,  counties  and  cities  operating  under  such 
laws  be  carefully  watched  as  a  guide  for  possible  future  adion.  While 
the  principle  of  tax  limit  laws  seems,  at  first  glance,  to  be  sound  in  theory, 
yet  tile  possibility  of  postponemrat  of  important  public  undertakings, 
of  embarrassment  to  a  progressive  administration,  and  of  shirking  of 
responsibilities  by  those  elected  to  assume  them,  makes  it  inadvisable  to 
enact  such  laws  until  there  is  available  a  broader  ''experience  table" 
upon  which  to  base  action. 
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APPENDIX  A 


A  STATE  INCOME  TAX 

That  the  "ability  to  pay"  theory  of  taxation  more  nearly  satisfies 
the  requirements  of  socid  and  fiscal  justice  than  any  other  theory  is 
now  widely  recognized. 

Adam  Smith,  tiie  father  of  political  economy,  in  his  "Wealth  of 
Nations,"  laid  down  as  the  first  canon  of  taxation  the  principle  that  the 
"subjects  of  every  state  ought  to  contribute  towards  the  support  of 
government  as  nearly  as  possible  in  proportion  to  their  respective  abil- 
ities; that  is,  in  proportion  to  the  revenue  which  they  respectively  enjoy 
under  the  protection  of  the  state."  In  the  practical  workings  of  this 
principle  income  or  profit  rather  than  property  has  always  received  wide 
recognition  as  the  proper  basis  or  measure  of  the  citizen's  ability  to  con- 
tribute to  the  support  of  government. 

The  tax  system  of  nearly  every  civilized  country  to-day  includes  an 
income  tax.  From  England  where  this  tax  has  been  in  existence,  'at 
least  at  intervals,  for  a  century,  it  has  spread  throughout  Europe,  to  the 
colonies  of  these  countries,  and  to  the  United  States.  It  has  become  a 
fixture  in  the  fiscal  system  of  the  Federal  Government  and  in  recent 
years  several  states  have  adopted  it  in  one  form  or  another.  The  in- 
come tax,  however,  is  not  recent  or  new  in  this  country.  The  revenue 
difficulties  of  the  Civil  War  led  Congress  to  pass  a  law  in  1862  taxing 
incomes  from  all  sources  above  $600  at  the  rate  of  three  per  cent.  With 
various  changes,  this  tax  remained  in  force  until  1872.  Ill  1894  tiie  sec- 
ond Federal  income  tax  was  passed,  but  tiiis  law  was  declared  uncon- 
stitutional. Finally  the  Sixteenth  Amendment  to  tiie  Constitution  was 
ratified  and  the  present  Federal  income  tax  was  enacted.  It  seems  im- 
probable that  this  form  of  Federal  tax  will  ever  be  discontinued. 

In  point  of  time,  however,  the  utilization  of  the  income  tax  by  state 
governments  antedates  its  use  by  the  Federal  Government.  As  early 
as  1634  in  the  colony  of  Massachusetts  Bay  a  faculty  or  ability  to  pay 
tax  was  assessed  upon  each  man  "according  to  his  estate  and  with  con- 
sideration of  all  others  his  abilityes  whatsoever."* 

The  principle  of  ability  to  pay  thus  laid  down  was  adopted  by  other 
colonies  in  the  seventeenth  century,  and  tiie  custom  of  assessing  profits 
spread  in  the  eighteenth  century  to  the  middle  and  soutiiem  colonies. 
Pennsylvania  passed  a  law  in  1782,  imposing  a  poll  tax  on  freemen,  and 
providing  furtfier  that  "all  offices  and  posts  of  profit,  trade,  occupations 
smd  professions  (tiiat  of  ministers  of  the  gospel  of  all  denominations 
and  schoolmasters  only  excepted)^  shall  be  rated  at  the  discretion 
of  the  township,  ward  or  district  assessors,  and  two  assistant  freeholders 
of  the  proper  township,  ward  or  district  having  due  regard  to  the  profit! 
arising  from  them."^  These  faculty  taxes  were  really  classified  prop- 
erty taxes  in  which  different  employments  and  classes  were  rated  at  fixed 
amounts  and  bore  very  littie  relation  to  actual  income.  They  became 
grievous  and  unequal  and  in  time  fell  into  disuse** 

In  tiie  nineteenth  century,  however,  many  of  the  states  adopted 
true  income  taxes.  Seligman  (tivides  the  history  of  state  income  tasca* 
tion  into  four  periods :  first,  the  survival  and  development  of  the  colonial 
faculty  tax;  second,  the  resort  to  income  taxes  as  a  result  of  the  fiscal 
difficulties  of  the  early  forties;  third,  the  utilization  of  the  income  tax 
especially  in  the  South  during  the  Civil  War;  and,  fourth,  the  recent 
movement.  Of  these  early  state  income  taxes  it  suffices  to  say  that  they 
were  crude,  amounting  in  the  southern  states  at  least  to  littie  more  than 
a  system  of  license  taxes.  Even  in  the  Civil  War  period,  a  general  in- 
come tax  was  effective  in  only  a  few  cases,  and  after  the  war  enthusiasm 

(1)  Seligman:    The  Income  Tax,  page  368. 

(•)  Later,  mechanics  and  manufacturers  were  exempted.  ; 

(3)  Laws  of  the  Commonwealth  of  Pennsylvania  (Dallas,  JI,  p.  8)* 

i*)  Selijgman:   The  Income  Tax,  p«  384. 
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had  subsided  the  tax,  because  of  poor  administration  and  small  yield, 
became  a  farce  and  generally  was  allowed  to  lapse. 

In  Pennsylvania,  the  law  of  1782  with  various  modifications  survived 
for  a  time,  but  it  was  not  enforced  and  yielded  no  substantial  revenue.  / 
The  distribution  of  the  surplus  of  the  Federal  Government  to  the  various 
states  in  1836  and  the  resulting  period  of  reckless  expenditures,  which 
culminated  in  the  panic  of  1837  left  Pennsylvania  in  common  with 
many  other  states  in  financial  difficulties.  In  this  emergency  Pennsyl- 
vania in  1840  partly  resuscitated  the  old  colonial  faculty  tax.  The  new 
law  imposed  a  tax  of  one  per  cent  on  all  salaries,  and  one  mill  in  each 
dollar  received  from  every  trade,  occupation  or  profession  not  already 
taxed  by  the  commonwealth.^  This  law  was  changed  from  time  to 
time,  but  the  yield  was  insignificant,   and  in  1871  the  law  was  repeal^ 

In  the  early  nineties  and  notably  after  the  Federal  income  tax  of 
1894  was  declared  unconstitutional  some  of  the  southern  states  attempted 
to  revive  the  old  Civil  War  income  tax,  but  with  comparatively  meager 
results.  Professor  Seligman,  recognized  as  one  of  the  foremost  au- 
thorities on  taxation  in  this  country,  in  his  Income  Tax  published  in 
1911,  concludes:  "A  state  income  tax,  therefore,  would  work  just  as 
badly  as,  and  in  our  opinion  more  badly  than,  the  present  personal  prop- 
el^ ^tax.  The  real  difficulty  in  the  one  case  as  in«the  other  is  not  with 
admmistrative  methods,  but  with  the  inherent  impossibility  of  localizing 
personalty  or  income  *  *  ♦  .  Whatever  may  be  the  tuture  of  tax 
reform  in  the  American  commonwealth,  it  is  not  likely  that  an  income 
tax  will  be  one  of  its  permanent  features/''  Since  publishing  this 
treatise,  however,  Dr.  Seligman  has  assented  to  the  majority  report  o£ 
the  Committee  on  Taxation  of  the  City  of  New  York  (1916)  recom- 
mending a  state  income  tax,  or  if  that  be  not  feasible,  an  abilities  tax 
composed  of  a  habitation  tax,  an  occupation  tax  and  a  salaries  tax  for 
the  City  of  New  York.  The  New  York  Committee  recognized  that 
either  plan  would  "require  the  abolition  or  superseding  of  the  personal 
property  tax  as  it  exists  at  present  as  a  part  of  the  general  property 
tax ;— a  result  "which  this  Committee  would  regard  as  in  every  way  highly 
desirable."'  i 

Recent  favorable  experiences  with  a  state  income  tax,  notably  that 
of  Wisconsin,  though  coexistent  with  a  Federal  income  tax,  have  thrown 
a  new  light  upon  the  rather  forbidding  background  of  state  income  taxes 

in  earlier  periods.  Among  the  various  forms  of  progressive  legislation 
enacted  in  Wisconsin  in  recent  years,  none,  perhaps,  has  attracted  more 
attention  and  interest  than  the  state  income  tax  system  adopted  in  1911, 
The  enactment  _of  a  state  income  tax  in  that  state  and  its  admittedly 
successful  administration  has  encouraged  other  states  to  pass  similar 
legislation,  generally  to  escape  the  iniquities  and  inequalities  of  the  gen- 
eral property  tax.  Massachusetts,  after  more  than  a  decade  of  agitation 
departed  from  the  policy  of  a  general  property  tax  from  which  she  had 
raised  the  bulk  of  her  revenues  for  three  centuries  by  adopting  on  May 
26,  1916,  a  state  income  tax.  In  Connecticut  and  West  Virginia,  laws 
have  recently  been  passed  providing  for  the  taxation  of  the  incomes 
of  corporations,  and  other  commonwealths  have  under  consideration  the 
adoption  of  a  state  income  tax.  As  Wisconsin  is  the  only  state  in  which 
an  income  tax  has  been  in  successful  operation  for  a  period  of  years 
her  experience  may  be  briefly  recited.*  * 

The  Wisconsin  Income  Tax 

The  Wisconsin  income  tax  resulted  from  "the  widespread  disatis- 
faction  with  the  general  property  tax  as  applied  to  the  taxation  of  per- 
sonal property.    Moneys,  credits  and  similar  intangibles— although  they 

O)  Laws  of  1840,  Act  No.  232.  Sec.  2. 
Selifirman:   The  Income  Tax.  p.  42S. 

(»)  Final  report  of  the  Committee  on  Taxation  of  the  City  of  New  York 
(1916).  p.  in. 

(*)  Based  pn  1912  and  1914  reports  of  the  Wisconsin  Tax  Commission. 
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indicate  unusual  tax-paying  ability  on  the  part  of  their  owners — were 
most  unequally  and  inequitably  taxed.  With  other  personal  property, 
such  as  household  furniture,  tiie  difficulty  and  cost  of  accturate  assess- 
ment  were  out  of  all  proportion  to  the  taxes  collected  ibereon*  The 
income  tax  was  designed  to  replace  these  taxes.  Moreover,  Hie  property 
tax  in  general  had  come  to  be  largely  a  tax  in  rem  falling  on  property 
without  reference  to  the  wealth  or  ability  of  its  owner,  and  taldng  no 
cognizance  of  whether  it  was  owned  free  or  heavily  incumbered. 

"In  the  broader  view,  therefore,  the  income  tax  was  desired 
to  give  larger  place  in  the  revenue  system  to  taxes  based  on  ability 
to  pay  ;  and  there  was  no  doubt  that  most  of  its  sponsers  hoped  and 
expected  that  in  time  it  would  prove  practical  and  desirable  to  re- 
place the  entire  personal  property  tax  with  the  income  tax.  This 
feature  of  the  law  is  well  described  by  Chief  Justice  Winslow,  speak* 
Jng  for  the  court,  in  the  case  State  ex  ul  Bolens  vs.  Frear,  148  Wis., 
505.  By  the  present  law  it  is  quite  dear  that  personal  property 
taxation  for  all  practical  purposes  becomes  a  thing  of  the  past.  The 
specific  exemptions  of  all  mcmey  and  credits  and  the  great  bulk  of 
stocks  and  bonds,  as  well  as  all  farm  machinery,  tools,  wearing 
apparel,  and  household  furniture  in  actual  use,  regardless  of  value, 
goes  far  to  eliminate  taxation  of  personal  property;  while  the  pro- 
vision that  he  who  pays  personal  property  taxes  may  have  the  amount 
so  paid  credited  on  his  income  tax  for  the  year  seems  to  put  an 
end  to  any  effective  taxation  of  personal  property.  That  taxation 
of  such^iMToperty  has  proven  a  practical  failure  will  be  admitted  by 
all  who  have  given  any  attention  to  the  subject  Doubtless  tiiis  was 
one  of  the  main  arguments  in  the  legislative  mind  for  the  passage 
of  the  present  act  By  tlus  act  the  l^slature  has,  in  substance,  de* 
dared  that  the  state's  system  of  taxation  shall  be  changed  from  a 
system  of  uniform  taxation  of  property  (which  so  far  as  personal 
property  is  concerned  has  proven  a  failure)  to  a  system  which  shall 
be  a  combination  of  two  ideas,  namely,  taxation  of  persons  pro- 
gressively, according  to  ability  to  pay,  and  taxation  of  real  property 
uniformly,  according  to  value." 

Main  Features 

The  following  summary  will  serve  to  indicate  the  salient  features 
of  the  Wisconsin  income  tax: 

1.  It  was  designed  as  a  substitute  for  the  perscmal  property  tax,  the 
ineqtualities  and  injustice  of  whidi  had  long  been  idt  in  that  state  as 
in  every  state  where  the  old  general  property  tax  obtains. 

2.  It  is  not  an  additional  tax,  but  a  substitute  for  the  tax  on  per- 
sonal property,  particularly  money  and  credits.  With  the  passage  of  the 
income  tax  law,  the  general  laws  were  amended  so  as  to  exempt  from 
taxation:  moneys,  stocks,  and  bonds,  all  debts  due  from  solvent  debtors 
whether  on  account,  note,  contract,  bond,  mortgage,  or  other  security — 
in  short  intangible  personalty  is  exempt.  In  order  that  the  owner  of 
tangible  personalty  shall  not  be  put  at  a  disadvantage  as  compared  with 
the  owner  of  intangibles^  tiie  law  provides  that  a  person  pa3ring  any 
personal  property  tax  may  subtract  such  payments  from  his  income  tax. 

3.  The  tax  is  confined  practically  to  income  derived  from  property 
located  and  business  transa^ed  witiiin  the  state. 

All  income  derived  from  persons,  property  and  business  having  an 
actual  or  constructive  situs  in  the  state,  or,  more  specifically  all  income 
other  than  that  exempted  by  statute,  which  residents  of  the  state  receive 
either  from  within  or  without  the  state,  is  taxable. 

In  determining  taxable  income,  the  general  rule  is  followed  that 
income  from  property  which  is  taxable  at  its  situs  follows  the  situs  of 
the  property,  and  income  derived  from  property  taxable  at  the  domicile 
of  the  owner  follows  the  residence  of  tbe  rec^»ient  of  the  income.  Thus 
the  resident  is  not  taxable  on  income  from  rents  or  itiyalties  arismg  in 
another  state,  but  he  is  taxable  on  that  derived  from  securities,  regard- 
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less  of  their  origin;  wWle  rents  and  royalties  arising  in  Wisconsin  are 

taxable  to  non-residents.  .  re  •  nt 

4  It  is  not  a  state  tax,  though  administered  by  state  officials.  Ut 
the  total  tax,  70  per  cent  goes  to  the  town,  city  or  villages  m  which  it 
is  collected,  20  per  cent  to  the  county,  and  10  per  cent  to  the  state.  Uut 
of  this  10  per  cent,  the  state  has  been  able  to  pay  all  the  expenses  Ot 

administration.  ^  .  .  .  . 

5.  The  tax  is  progressive,  but  the  rates  imposed  differ  materially 

as  between  individusds  and  corporations.  ,  .  . 

The  rate  upon  individuals  and  co-partnerships  is  one  per  cent  on 
the  first  $1,000  of  taxable  income ;  one  and  one-quarter  per  cent  on  the 
second  $1,000,  and  rises  gradually  to  six  per  cent  on  income  of  $20  000 
and  upward.  Exemptions  are  made  to  an  individual  income  up  to  $80U, 
to  husband  and  wife,  $1200,  to  each  child  under  eighteen,  $200,  etc.  De- 
ductions are  allowed  from  gross  income  of  necessary  expenses,  salaries 
or  wages  of  employes  reported,  uninsured  losses,  etc.,  etc. 

Originally  the  rate  upon  corporations  was  determined  by  the  rela- 
tion between  the  taxable  income  and  the  assessed  value  of  the  property 
used  in  acquiring  such  income.  The  rates  now  miposed  are  2  per  cent 
on  the  first  $1,000  of  taxable  income;  per  cent  on  the  second  $1,000, 
and  so  on  up  to  6  per  cent  on  the  seventh  $1,000  and  all  taxable  uicome 

in  excess  of  $7,000.  ,     —  ,     ,  .  .  . 

6  The  Wisconsin  income  tax  follows  the  Federal  income  tax  in 
the  extensive  application  of  the  principle,  the  wisdom  of  which  is  ques- 
tionable, of  collection  at  source.  Thus,  corporations  pay  on  their  total 
profits  and  individual  stockholders  are  not  taxed  on  their  dividends. 
So  too  interest  paid  upon  bonds  of  corporations  subject  to  the  MK»me 
tax  is  for  practical  purposes,  taxed  directly  to  the  corooration  and  ex- 
empted to  the  individual  bondholder.  In  1912  the  Tax  Commission 
estimated  that  68  per  cent  of  the  entire  tax  would  be  collected  from  cor- 
porations, i.  e.,  at  the  source,  and  about  7  per  cent  from  firms  and  co- 
partnerships, making  about  three-fourths  of  the  mcome  tax  coUected  at 
the  source  where  earnings  originated  *  .i. 

Much  use  has  been  made,  too,  of  the  principle  of  information  at  the 
source.  When  the  forms  for  income  tax  returns  are  given  out,  they  are 
accompanied  by  blanks  upon  which  the  taxpayer  is  required  to  fill  out 
the  names  and  addresses  of  all  persons  to  whom  wages  or  salaries  of 
$700  or  more  have  been  paid  during  the  year  and  the  amounts  paid. 
Corporations  report  on  an  additional  blank  the  names  and  Addresses  of 
stockholders  to  whom  dividends  have  been  paid  with  the  amount  so 
paid  Claims  for  interest  paid  on  inddbtedness  must  be  accompanied  by 
a  statement  of  the  names  and  addresses  of  persons  to  whom  such  interest 

The  information  thus  obtained  by  the  Tax  Commission  is  classified 
and  furnished  to  the  income  tax  assessors  of  the  respective  districts 
where  the  recipients  of  the  wages  or  dividends  reside. 

Regarding  the  inquisitorial  features  of  the  tax,  of  which  much,  has 
been  said,  the  Report  of  the  Wisconsin  Tax  Commission  for  1912  (p. 
43)  says:  "Assessors  and  tax  officials  are  punishable  by  drastic  penal- 
ties for  revealing  information  either  directly  or  indirectly  and  not  a 
single  complaint  of  violation  of  confidence  has  been  made  to  the  Tax 
Commission.  Fnrthermore,  the  assessment  and  tax  rolls,  which  are 
the  only  records  made  public  in  this  connection,  reveal  nothing  not 
already  known  to  credit  agencies  and  the  business  world  generally.  A 
man's  taxable  income  and  the  tax  thereon  are  matters  of  public  record, 
but  that  is  all.  Nothing  is  known  of  his  exemptions  or  of  his  non- 
taxable income,  or  of  his  income  derived  from  business  transacted  with- 
out the  state,  or  of  his  income  derived  from  stocks  and  bonds  taxed 
directly  to  the  corporations  from  which  received.  No  tax  measured  by 
ability  to  pay  can  be  administered  without  asking  searching  questiims. 
The  more  dmroughly  these  questions  are  asked  the  more  certain  honest 
people  can  be  that  the  tax  dodgers  are  paying  their  f  air  share.  If  taxa* 


58 


tion  is  confined  to  visible  things  alone,  the  assessor  can  get  along  without 
asking  questions;  but  such  procedure  would  exempt  from  taxation  many 
of  the  wealthiest  and  ablest  members  of  the  community.  When  an 
assessor  is  trying  to  ascertain  a  man's  income  or  the  value  of  his  per- 
sonal property,  he  must  ask  either  the  man  himself  or  the  man  s  neigh- 
bors The  second  method  is  obnoxious.  The  open  way  is  to  put  the 
taxpayer  himself  on  record.  This  procedure  is  the  honest  mans  only 
protection  against  the  tax  dodger."  ,  .  ^  • 

7  It  was  realized  that  the  failure  of  state  mcome  taxes  m  the 
past  was  due  primarily  to  lax  and  inefficient  administration  on  the  part 
of  local  officials,  and  to  avoid  this  defect  the  administration  of  the  income 
tax  law  is  centralized  in  the  hands  of  the  permanent  State  Tax  Com- 
mission The  assessors  of  income  are  appointed  after  civil  service  exam- 
inations and  are  independent  of  local  influences  which  so  generaUy  have 
resulted  in  the  failure  of  the  general  property  tax 

8  Returns  of  income  by  individuals  and  firms  are  made  to  tne 
income  tax  assessors,  who  make  the  assessment  upon  the  basis  of  fli^ 
returns  If  the  assessor  has  reason  to  question  the  accuracy  of  ttc 
return  he  can  increase  the  amount  upon  giving  written  notice  to  the 
taxpayer.  An  appeal  lies  from  the  decision  of  the  assessor  to  a  board 
of  review  composed  of  three  persons  for  each  tax  district  appointed  by 
Ae  Tax  Commission;  and  then  from  the  board  of  review  to  the  Tax 
Ccmimissicm. 

Cost  of  Administration 

One  of  the  noteworthy  features  of  the  Wisconsin  income  tax  is  the 
very  low  cost  of  administering  it.  The  first  year  it  cost  1.31  Per  cent, 
and  the  second  year  1.11  per  cent.  This  may  be  compared  witt  flie 
cost  to  the  Federal  Government  of  collecting  customs  duties  whidi  was 
3  47  per  cent,  or  the  cost  of  collecting  internal  revenue  duties,  the  cheap- 
est kind  of  taxc?  a)Uected  in  the  United  States,  which  was  137  per 
cent  * 

Delinquency  .  ,    ,     -  .      •  iir- 

The  first  three  yeatir  experience  with  the  income  tax  in  Wisconsin 
showed  that  from  2  to  4  per  cent  of  the  tax  went  delinquent  Of  the 
total  amount  of  delinquency  it  was  estimated  that  about  50  per  cent  was 
collectible,  25  per  cent  non-collectible,  and  25  per  cent  doubtful.  In  other 
words,  with  efficient  and  vigorous  collection  on  the  part  of  the  local 
treasurers  only  about  1-1/3  per  oatt  should  be  finally  losL  The  1914 
report  of  the  Tax  Commission  says:  'With  little  effort^on  the  part  of 
local  treasurers  the  proportion  of  personal  property  and  income  taxes 
remaining  unpaid  could  be  l^rought  well  down  below  one  per  cent 

Success 

As  to  the  success  of  this  state  income  tax  the  Wisconsin  Tax  Com- 
mission after  three  yeares  had  this  to  say:  "In  theory  the  income  tax 
was  generally  admitted  to  be  the  ideal  substitute  for  the  tax  on  moneys, 
credits,  and  perhaps  all  forms  of  personal  property.  But  experts  doubted 
whether  it  could  be  made  to  work  as  a  state  tax,  and  m  particular  ttigr 
doubted  whether  it  would  yield  reasonably  large  revenues,  whether  it 
would  not  prove  exceedingly  expensive  to  administer,  and  whether  the 
average  taxpayer  would  cooperate  with  the  authorities  in  returning 
sufficiently  accurate  and  truthful  reports  upon  which  to  base  a  fair  and 
adequate  assessment.  Three  assessments  have  now  been  made  under 
the  income  tax  law  and  data  has  been  accumulated  sufficient  to  answer 
with  some  certainty  the  doubts  and  questions  properly  raised  by  the 
experiment  with  the  income  tax."*   

The  Tax  Commission  goes  on  to  relate  m  detail  flie  results  accom- 
plished which  may  be  summarized  as  follows: 

(^)  Report  of  the  Wi8C<m«in  Tax  CommlBslon  (1M4),  p.  126. 

(•>  IWd.,  p.  116. 
(•)  lUd..  p.  91. 
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1.  The  income  tax  has  yielded  a  very  substantial  revenue,  and  one 
well  in  excess  of  that  received  from  the  personal  property  tax.  Thus, 
in  1912  the  tax  amounted  to  $3,482,145;  in  1913  to  $4,064,497;  and  ^ 
1914  to  $4,140,571.   These  sums,  however,  do  not  represent  actual  cash 

collections  because  the  Wisconsin  law  allows  the  man  pajring  a  personal 
property  tax  to  offset  it  against  his  income  tax.  Collections  suffered 
owing  to  the  inevitable  litigation  accompanying  a  new  and  novel  tax  law. 
Furthermore,  the  operation  of  the  income  tax  machinery  resulted  in  a 
striking  increase  in  the  assessment  of  personal  property  so  that  the 
real  yield  was  in  fact  greater  than  is  indicated  by  the  cash  collection. 
Had  personal  property  continued  to  be  assessed  as  it  was  prior  to  the 
passage  of  the  income  tax  law  the  total  cash  payment  of  income  taxes 
would  have  been  considerably  larger. 

2.  From  an  admimstrative  standpoint  it  has  proved  one  of  the 
cheapest  taxes  known. 

3.  It  has  reached  large  classes  of  property  and  groups  of  individ- 
uals that  formerly  under  the  personal  property  tax  escaped;  and  it  has 
reached  these  groups  in  proportion  to  their  ability  to  pay. 

The  larger  part  of  the  income  tax  is  assessed  to  corporations — 65.6 
per  cent  in  1914  as  against  34.4  per  cent  assessed  to  individuals  and  firms. 
The  average  rate  paid  by  corporations  in  that  year  was  5.2rper  cent; 
hy  firms  and  individuals  1.9  per  cait  ^he  tax  is  then  largely  a  tax 
upon  successful  business  concerns.  New  enterprises  which  have  not 
reached  the  profit-paying  stage  and  estaUished  concerns  which  have 
a  bad  year  pay  no  tax." 

The  income  tax  is  primarily  an  urban  tax.  Milwaukee  county,  for 
instance,  contains  only  8.56  per  cent  of  the  population  of  the  state,  but 
in  1914  over  42  per  cent  of  the  total  income  and  47  per  cent  of  the  total 
income  tax  were  assessed  in  that  county.  On  the  other  hand  the  fifty- 
four  rural  counties  containing  nearly  one-half  of  the  population  paid 
less  than  one-fifth  of  tiie  tax.  Ilie  total  income  tax  assessed  in  1914 
amounted  to  $1.77  per  capita,  but  the  per  capita  tax  in  Milwaukee  was 
$4.50,  and  in  the  rural  counties  only  68  cents.  Again,  in  Milwaukee 
county  4.69  per  cent  of  tiie  population  was  subject  to  the  tax  on  indi- 
viduals and  firms,  while  in  the  rural  districts  only  1.71  per  cent  of  the 
population  was  assessed.  "In  short,  a  smaller  proportion  of  the  people 
pay,  and  they  pay  lower  average  rates  on  smaller  average  incomes  in  the 
country  than  in  the  city."  The  income  tax  is  drawn  principally  from 
the  well-to-do  and  more  prosperous  classes. 

The  following  table  taken  from  the  1914  report  of  the  Wisconsin 
1^  Cdmmission  shows  the  hidustfial  dassM  from  whidi  tiie  income  tax 
Icvkd  upon  individuals  and  firms  was  drawn: 
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Number 

Average 

Per  Cent. 

■Per  Cent. 

Per  Cent. 

assessed 

tax 

of  total 

of  total 

of  total 

for  income 

per 

income 

number 

taxable 

■ 

tax 

taaqpayer 

tax 

assessed 

income 

Dollars 

Per  Cent. 

Per  Cent. 

Per  Cent. 

Bankers  and  capitalists  

982 

$116.33 

8.00 

1.61 

4.76 

Estates,  guardianships,  etc  

977 

87.42 

5.98 

1.60 

3.76 

346 

81.27 

1.97 

.57 

1.32 

2920 

7S.26 

16.01 

4.80 

11.36 

oy .  2o 

O.02 

1 .97 

4. 18 

80 

38.89 

0.22 

.13 

.18 

3263 

37.24 

8.51 

5.36 

6.93 

Merchants  and  Jobbers  

11838 

24.13 

20.01 

19.45 

23.55 

Physicians  and  surgeons  

1642 

22.78 

2.62 

2.70 

3.30 

Brokers,  real  estate  men,  etc. . . 

5338 

20.86 

7.80 

8.77 

8.72 

Public  officials  

555 

16.05 

0.62 

.91 

.93 

5768 

12.63 

5.10 

9.48 

6.17 

Professions — miscellaneous .... 

2359 

12.30 

2.03 

3.88 

2.96 

Professors  and  teachers  

2372 

10.40 

1.73 

3  90 

2.08 

State  and  public  employees. . . . 

1203 

8.15 

0.69 

1.98 

.99 

2870 

7.96 

1.60 

4.72 

2.07 

7225 

7.66 

3.87 

11.87 

6.40 

Bookkeepm,  itaiosnqphefa,  etc 

4148 

4.96 

1.44 

6.82 

2.54 

882 

2.91 

0.18 

1.45 

.34 

4336 

20.25 

6.15 

7.12 

6.78 

554 

11.71 

0.45 

.91 

.68 

60860 

23.46 

100.00 

100.00 

100.00 

Recognizing  the  difficulties  of  successfully  classifying  occupational 
statistics,  the  Tax  Commission  says : 

"Certain  important  conclusions  may,  however,  be  *  drawn  wiA 
safety.  For  instance,  the  census  statistics  make  it  plain  that  there 
are  not  less  than  165,000  farmers  in  the  state,  from  which  it  fol- 
lows that  certainly  less  than  five  per  cent  of  the  fanners  of  the 
state  are  subject  to  the  income  tax.  Similarly,  it  is  certain  that 
considerably  less  than  one  per  cent,  and  probably  less  than  one-half 
of  one  per  cent  of  the  laborers  of  the  state  are  assessed  for  income 
taxes.  Of  the  bookkeepers,  stenographers  and  clerks,  the  statistics 
indicate  that  something  less  than  six  per  cent  were  assessed  for  income 
tax  in  1914 

*X>n  the  other  luuid,  it  is  practically  certain  that  more  tiian 
fifty  per  cent  of  the  bankers  and  capitalists,  lawyers  and  ^tyridaas 
and  surgeons  were  subject  to  the  individual  inonne  tax,  to  say 
nothing  of  the  amounts  which  these  persons  pay  indirectly  through 
the  tax  corporations.  It  is  interesting  to  note  that  probably  not 
less  than  20  per  cent  of  the  public  officials,  public  employees  and 
public  laborers  of  the  state  were  assessed  for  income  tax.  The 
federal  census  for  1910  shows  7,338  employees  in  the  public  service, 
not  elsewhere  classified,  including  guards,  watchmen,  doorkeepers, 
firemen  and  laborers.  Table  IV,.  shows  tiiat  1,758  public  (rfkials 
and  employees  were  assessed  for  income  tax  in  1914,  or  somewhere 
between  one-quarter  and  one-fifth  of  tiie  nnmber  recorded  in  the 
census.  There  cannot  be  a  very  large  number  of  public  empkqrees 
classified  elsewhere  than  in  this  group. 

"Perhaps  as  good  a  measure  of  the  relative  burden  of  the  tax 
as  could  be  secured  is  found  in  the  figures  showing  the  average  tax 
per  taxpayer.  The  various  occupations  are  arranged  in  the  order 
of  the  size  of  tiiis  average  tax  in  Table  IV.  The  highest  per  capita 
tax,  $116.33,  is  paid  by  bankers  and  capitalists;  the  lowest  by  lab- 
orers $2.91.  The  tax  was  evidentiy  highest  upon  investers  and  allied 
classes,  those  drawing  their  income  Ivgely  in  the  form  of  interest 
Next  it  touches  the  extractive  and  manufacturing  industries— lum- 
bering, manufacturing  and  mining— though  it  should  be  remembered 
that  in  these  classes  a  relatively  large  proportion  of  the  tax  is  offset 
by  the  personal  property  tax.   Merchants  and  jobbers  follow  closely. 


among  whom  also  a  large  part  of  the  tax  is  offset  by  personal 
property  taxes,  and  thereafter  come  the  professional  classes.  The 
lawyers  it  will  be  observed  are  above  the  other  professional  classes, 
standing  between  manufacturers  and  miners.  The  tax  on  pro- 
fessional classes  generally  is  additional  or  supplementary.  It  is 
not  offset  by  the  personal  property  taxes  and  no  equivalent  tax  was 
collected  from  these  classes  before  the  income  tax  was  introduced. 
The  statistics  indicate  that  the  income  tax  is  performing  exactly 
the  service  for  which  it  was  introduced — drawing  a  larger  contribu- 
tion from  the  investing  and  professional  classes  and  from  those 
elements  of  the  manufacturing  and  commercial  classes  which  are 
unusually  prosperous  and  subject  to  higher  income  than  personal 
property  taxes. 

"Table  VII,  presents  an  analysis  and  classification  of  corpora- 
tion income  tax.  Eighty-five  per  cent  of  the  tax  is  assessed  upon 
mercantile  and  manufacturing  concerns  and  the  manufacturing  in- 
dustries are  by  far  the  largest  contributors.  Two-fhirds  of  the 
tax  is  assessed  to  manufacturing  concerns.  There  is  no 
mason  why  manufacturing  concerns  should  not  contribute  to 
the  state  when  they  are  prosperous  and  have  reached  the  dividend 
payii^;  stage.  There  is  every  reason  why  they  should  contribute.  On 
the  other  hand,  the  new  and  struggling  enterprise,  the  experimental 
industry,  the  weak  and  small  producers  need  and  deserve  protection; 
and  it  would  be  well  in  the  opinion  of  the  commission  if  such  con- 
cerns could  be  exempted  from  the  personal  property  tax  and  not  be 
called  upon  to  contribute  to  the  state  until  tteir  tax  paying  ability 
had  been  definitely  proven.  Before  the  passage  of  the  income  tax 
the  personal  property  tax  showed  peculiar  and  unttsual  weakness  in 
the  application  to  manufacturing  concerns.  The  personal  property 
tax  is  still  defective  in  this  respect.  On  the  other  hand,  the  income 
tax  is  an  unusually  good  tax  for  this  class  of  industrial  enterprise. 
It  relieves  a  manufacturer  when  he  is  not  making  money  and  asks 
for  a  fair  contribution  when  times  are  good.  We  believe  that  the 
whole  personal  property  tax  should  be,  if  possible,  repealed,  as  ex- 
plained in  Chapter  II.  If  tiiis  be  impracticable,  then  we  believe  that 
the  so-called  home  rule  (taxation)  amendment  should  be  given 
careftd  consideration  by  the  l^slature."* 

(^)  Report  of  the  Wisconsin  Tax  Commission  (1914),  pp.  107-110. 
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TABLE  VII  OF  WISCONSIN  TAX  COMMISSION  REPORT,  1914, 
Statistics  of  Income  Taxes  for  Corporations,  Classified  According  to 

Business  in  Which  Engaged 


Biuyien  in  Which  Eiigasdd 


Taxable 
Inooxne 


Tax 


Per  Cent, 
of  each  Group 
toTotai 


Average 
Tax 
Rate 


Total  for  State: 

Total  

Investment  and  land  coB^NUues . 

Mercantile  

Bfining  

Manutacturing — ^Total  

(aj    Dairy  Products  

(b)  Iron  and  Steel  

(c)  Lumber  

(d)  Malt  products  

(e)  Paper  and  pulp  

(f )  Leath^  Qndumng  ahoee) 

(g)  Other  

Miscellaneous  

Milwaukee  County: 

Total  

Investment  and  land  companiftB. 

Mercantile  

Mining  

Manufacturers — Total  

(a)  Daity  products  

(b)  Iron  and  steel  

(c)  Lumber  

(d)  Malt  products  

(e)  Paper  and  pulp  

(f)  Leather  (includitlC  aboes) 

(g)  Other.,.,  

Misoellaneons.  

AU  Ck>untie8  except  Milwaukee: 

Total  

Investment  and  land  oompankw. 

Mercantile  

Bfinins  

Manufacturing— Total  

(a)  Dairy  products  

(b)  Iron  and  stefil  

(c)  Lumber  

(d)  Malt  products  

(e)  Paper  and  pulp  

(f)  Leather  (including  shoes) 

(g)  Other  

'  MiaoaHaneoQa.  


$52,191,412 
2.685.429 

10,746.465 
326,880 

33,030.596 
1,825,522 
5,781.365 
3,653.529 
5,153,686 
1.474.597 
2,074.462 

13,067,435 
5,402,042 


23.939.134 
1.553,871 
5.131,767 
4,367 
14332,606 
36,647 
3,675,623 
181.368 
3,388,269 
130,598 
1.386,198 
5,533,903 
2.916.523 


28.252.273 
1,131.558 
5,614.698 
322.513 

18.697,990 
1.788,875 
2.105,742 
3.472,161 
1,765.417 
1.343,999 
688.264 
7,533,532 
2.485.519 


$2,716,657.04 
120.777.91 
511,885.80 
17,820.47 
1.807.803.22 
93.500.81 
324,109.36 
195,459.30 
.  294.960.17 
81.101.79 
116.464.09 
702,307.70 
258,369.64 


1.297,417.22 
74,074.74 
268,533.34 
107.61 
811,407.54 
1,268.77 
209,103.80 
9,571.29 
200,069.96 
6.715.88 
79,962.27 
304,715.57 
1^4293 .99 


1,419,239 
46,703 
243,352 
17,712 
996,395 
92.232 
115,005 
185,888 
94,790 
74.385 
36,501 
397.592 
115.075 


,82 
17 
46 
,86 
68 
04 
56 
01 
21 
91 
82 
.13 
.65 


100.00 
4.45 
18.84 
.66 
66.54 


9.61 


100.00 
5.17 
17.93 
10.81 
16.31 
4.^ 
6.44 
38.85 


.05205 
.04497 
.04756 
.a5452 
.05472 
.05122 
.05606 
.05350 
.05721 
.05501 
.05614 
.05374 
.04782 


100.00 

.05419 

5.71 

.04767 

20.69 

.05233 

.01 

.02464 

62.55 

100  00 

.05662 

6.14 

.03464 

25  77 

.05689 

1.18 

.05278 

24.66 

.05914 

.83 

.05142 

9.85 

. 05769 

37.55 

.05506 

11.04 

.01913 

100.00 

.05023 

3.29 

.04128 

17.14 

.04334 

1.25 

.05492 

70.21 

100.00 

.05330 

9.26 

.05156 

11.54 

.05462 

18.65 

.05353 

9.52 

.05370 

7.47 

. 05536 

3.66 

.05303 

30.90 

.05277 

8.11 

The  Proposed  Income  Tax  in  New  York 

The  Joint  Legislative  Committee  on  Taxation  of  the  State  of  New 
York  in  its  report  to  the  legislature,  February  14,  1916,  in  which  an  in- 
come tax  is  recommended  for  that  state,  estimates  that  under  the  income 
tax  proposed  72,345  people  having  incomes  less  than  $3,000  would  paqr 
$287,587,  while  82  people  having  the  lai^  incomes  in  the  state  would 
pay  $1,809,649.  "The  result"  says  the  report  "is  almost  startling,  and 
yet  the  82  would  be  payit^  only  tiieir  share.  But  neither  for  the  wealthy 
man  nor  for  the  poor  man  would  the  burden  be  a  heavy  one,  for  a 
low  rate  running  from  one-half  of  one  per  cent  to  a  maximum  of  two 
per  cent  on  individuals  would  satisfy  all  our  needs.  Under  this  rate 
with  an  exemption  of  $1,500  to  a  single  man  and  of  $2,000  to  the  average 
family,  the  family  man  with  an  income  of  $3,000  would  pay  but  $5  per 
annum,  while  the  man  with  an  income  of  $100,000  would  pay  somewhat 
less  ^an  $2,000  per  annum.  Could  either  one  of  them  fairly  com- 
plain? .  Nor,  under  sudi  ctrcumstaaces,  would  there  be  any  mi  incoitive 
to  escapjs. 
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''No  man  will  willingly  pay  a  two  per  cent  tax  on  capital  value, 
which  amounts  to  taking  from  30  to  50  per  cent  of  his  income.  Ex- 
perience has  shown,  however,  that  he  will  pay  so  reasonable  an 
amount  as  2  per  cient  on  income,  particularly  when  he  knows  that  all 
who  ^ould  are  contributing  their  share.  Under  our  present  system 
the  conscientious  taxpayer  is  not  only  asked  to  pay  a  confiscatory 
rate,  but  he  is  asked  to  do  so  with  the  full  knowledge  that  nearly 
everyone  in  the  community  is  dodging  the  tax  in  one  way  or  another. 
Most  men,  we  believe,  are  willing  to  pay  a  fair  and  reasonable  tax, 
but  there  is  a  point  in  taxation  where  it  is  dangerous  to  test  human 
nature  too  far,  and  where  the  honesty  of  the  average  citizen  is 
forced  to  give  way  to  the  instinct  of  self-protection. 

'Turning  now  to  general  business  corporations  and  to  individ- 
uals and  partnerships  engaged  in  business,  we  find  that  in  so  far  as 
these  classes  are  concerned,  the  personal  property  tax  is  illogical, 
burdensome,  unequal,  and  therefore  inequitable ;  that  the  great  ma- 
jority of  business  houses  escape  taxation,  but  that  those  that  do  pay 
are  taxed  at  a  rate  altogether  too  high,  a  fact  which  puts  them  at 
an  unfair  disadvantage  as  compared  with  their  competitors;  that,  in 
brief,  the  personal  property  tax  is,  in  the  main,  a  failure,  and  to  the 
extent  that  it  does  succeed,  grossly  unjust.  We  find,  moreover,  that 
the  assessment  and  valuation  of  property  gives  rise  to  all  manner  of 
difficulties,  particularly  in  the  case  of  corporations  where  it  is 
necessary  to  include  me  franchise  value  as  part  of  the  gross  assets 
or  of  the  capital  stock  value;  and  that  ultimately  the  assessors  find 
tihat  the  fairest  way  to  reach  the  capital  value  of  the  property  is 
through  the  capitalization  of  net  earnings.  Few,  if  any,  of  ^ese 
difficulties  arise  when  individuals  engaged  in  business  and  general 
business  corporations  are  taxed  on  a  net  earnings  basis  *  *  *  ^ 
Property  is  not  a  fair  test  of  ability  to  pay,  and  this  is  particularly 
true  in  the  case  of  merchants  and  manufacturers.  We  again  desire 
to  emphasize  that  the  amount  of  stock  of  goods  on  hand  or  the  capital 
value  of  the  property  does  not  adequately  measure  earning  capacity 
for  the  purpose  of  taxation ;  and  that  we  know  of  no  fairer  way  of 
determining  what  should  be  the  proper  contribution  of  an  individual 
corporation  than  by  considering  its  net  earnings.  This  is  aU  die 
more  true  when  we  consider  that  it  takes,  in  some  instances,  several 
years  for  a  business  to  develop  to  the  point  that  it  can  pay  a  return 
upon  the  original  investment.  It  is  neither  good  policy  nor  sound 
finance  to  overtax  an  infant  industry,  nor,  for  that  matter,  even  an 
established  industry  in  bad  times.  Taxes  are  paid  out  of  income, 
and  one  of  the  great  advantages  of  an  income  tax  as  a  business  tax 
is  that  it  levies  tribute  only  when  there  is  an  income  from  which  to 
pay  it  That  the  income  tax  is  the  best  way  of  taxing  both  individ- 
uals engaged  in  business  and  general  business  corporations  was  the 
opinion  of  pradically  every  business  man  that  appeared  before  omr 
Committee,  and  of  the  tax  committee  of  such  r^resentative  com- 
mercial bodies  as  the  Chamber  of  Commerce  of  the  City  of  Rochester, 
of  the  Merchants  Association  of  the  City  of  New  York,  and  the 
Chamber  of  Commerce  of  the  City  of  New  York   *      *  *. 

"To  equalize  the  burden  is  the  principal  function  for  which  this 
Committee  was  appointed.    Certain  classes  of  property  are  to-day 
paying  too  much,  others  too  little.    No  equality  can  exist  until  those 
paying  too  little  are  compelled  to  pay  their  share.    It  seems  to  us 
that  the  income  tax  meets  these  requirements.*^ 
The  Joint  Legislative  Committee  on  Taxation  of  New  York  serared 
various  estimates  of  the  possible  yield  of  an  income  tax  in  tiiat  state 
tending  to  indicate  that  under  the  proposed  scheme  the  tax  on  corpora^ 
tions  would  yield  in  1916  at  a  1  per  cent  rate  about  $9,000,000;  at  2 
per  cent,  $18,000,000,  and  at  3  per  cent  $27,000,000;  in  1917,  at  1  per 
cent  about  $9,000m  at  2  per  cent,  $19,000,000,  and  at  3  per  cent 

/.a.lV  ^^^^'^L^^^o^n^f^"^  Committee  <m  T^tion  of  the  State  of  New  Twk 
(1916).  pp.  200-203. 
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$29,000,000.  The  yield  from  the  individual  income  tax,  whidi  provides 
for  exemption  to  individuals  of  $1,500,  to  husband  and  wife,  $1,800, 
with  $100  additional  for  cadi  child  under  eighteen,  but  w,th  a  limit  of 
$2,000  to  a  famUy,  was  estimated  at  $18,000,000  in  1916  and  $19,000,000 
in  1917.  Of  the  revenue  collected  under  the  proposed  income  tax, 
per  cent  was  to  be  retained  by  the  state  and  the  rest  was  to  be  distributed 
to  the  counties  in  proportion  to  the  aggregate  amount  of  assessment 
for  each  county  on  the  basis  of  the  last  preceding  state  equalization  of 
assessment.  The  county  treasurer  was  then  to  apportion  the  amount  so 
received  among  the  several  towns  and  cities  within  the  county  m  pro- 
portion to  their  valuations  as  equalized  by  the  board  of  supervisors  at 
its  last  meeting.  Deducting  from  these  amounts  the  rev«iue  dmvei 
from  corporations  that  would  be  subject  to  ihe  income  tax  and  relieved 
from  payment  under  existing  statutes,  the  state  would  retam  about 
$2  000,000,  plus  the  cosik  of  administration,  and  the  balance,  amounting 
in  1917  to  over  $44,000,000  would  be  returned  to  the  locaUties.  After 
allowing  for  about  $6,000,000  at  present  derived  from  the  personal  prop- 
erty tax,  there  would  still  be  "a  net  gain  of  $38,000,000  to  be  distributed 
to  the  localities  with  a  view  to  equalizing  the  present  burden  of  taxation 
by  relieving  real  estate  and  such  other  forms  of  wealth  as  are  now  con- 
tributing more  than  their  share." 

For  this  suggested  method  of  distribution  according  to  assessed 
values  in  each  county,  the  Joint  Legislative  Committee  claims  ihese  ad- 
Vantages  \ 

"1.  It  will  avoid  the  difficulty  which  would  arise  if  each  locality 
were  permitted  to  retain  the  tax  paid  by  residents  of  that  district 
Under  this  latter  method  some  districts,  where  many  rich  men  have 
established  a  residence,  or  where  many  prosperous  corporations  are 
located,  would  have  more  revenue  than  they  could  use,  while  others, 
whose  inhabitants  enjoy  smaller  incomes,  would  receive  little  or  no 
revenue. 

2.  The  new  method  will  tend  to  encourage  the  raising  of  real 
estate  assessments  to  a  point  approaching  true  value. 

3.  It  will  meet  the  criticism  of  an  income  tax  to  the  effect  that, 
although  the  rate  is  usually  low  at  the  start,  there  is  a  constant 
temptation  to  raise  it  in  order  to  obtain  more  revenue.  Under  the 
proposed  system  there  will  be  no  temptation  on  the  part  of  the 
Legislature  to  raise  the  rate,  inasmuch  as  the  State  will  not  profit, 
while  it  is  hardly  probable  that  all  of  the  localities,  or  even  a  ma- 
jority of  them,  will  unite  at  one  time  in  demanding  an  increase,  or 
at  least  such  a  situation  will  not  occur  unless  the  increase  is  fully 
warranted  by  the  general  circumstances." 

The  New  York  Committee  meets  the  objection  that  the  income  tax 
is  inquisitorial  by  noting  that  the  bill  submitted  makes  it  possible  for 
the  taxpayer  to  "file  with  the  State  authorities  a  return  which  is,  for 
all  practical  purposes,  a  duplicate  of  the  information  already  furnished 
to  the  Federal  govemm«it,  together  with  such  additional  information 
as  may  be  necessary  for  State  purposes.  We  hear  little  or  no  complaint 
to-day  as  to  the  inquisitorial  features  of  the  Federal  income  tax.  People 
have  become  accustomed  to  it.  Nor  do  we  feel  that  there  will  be  any 
great  reluctance  to  disclose  to  the  State  authorities  information  already 
furnished  by  the  Federal  government,  particularly  under  a  law  which 
provides  severe  penalties  for  the  disclosure  of  any  information  by  the 
public  officers." 

Again,  the  Joint  Committee  says  of  the  objection  to  a  state  income 
tax  on  the  ground  that  there  is  already  a  Federal  income  tax:  **There 
is  no  question  that,  in  addition  to  the  Federal  income  tax,  personal  prop- 
erty must  contribute  its  quota  to  the  support  of  the  state  government 
Is  it  better  to  impose  a  2  per  cent  property  tax  on  capital  value,  or  to. 
impose  a  2  per  cent  tax  on  net  income?  We  can  hardly  assume  that 
the  State  will  continue  to  allow  the  personal  property  tax  to  remain  on 

C)  Ibid.,  p.  204. 
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the  statute  books  and  to  permit  its  evasion.  And  so  the  choice  docs  not 
lie  between  no  tax  and  some  new  form  of  taxation  such  as  the  income 
tax,  but  between  the  continuance  of  the  present  hopeless  system,  and 
some  better  and  more  equitable  way  of  raising  revenue." 

Finally,  to  the  objection  that  the  income  tax  will  not  work  in  prac- 
tice, the  Committee  points  to  the  successful  experience  of  the  Fedefal 
income  tax.  "This  law  is  of  immense  help  to  any  state  desiring  to  im- 
pose an  income  tax,  and  for  two  reasons.  In  the  first  place,  many  people 
are  already  accustomed  to  it,  they  understand  its  workings  and  will  not 
resist  its  enforcement;  and  in  the  second  place,  the  fact  that  the  Federal 
government  requires  a  return,  and  has  the  machinery  to  check  up  that 
return  in  a  strictly  accurate  manner,  makes  the  evasion  of  the  State 
income  tax  a  matter  of  no  little  difficulty  and  dsmger.  Insofar  as  corpora- 
tions are  concerned,  the  Federal  law  to-day  permits  a  state  to  examine 
the  returns.  A  similar  provision  insofar  as  individuals  are  concerned, 
could  probably  be  obtained  from  the  Federal  government  But  in  the 
meanwhile  it  seems  to  us  highly  doubtful  whether  any  individual  having 
jdready  filed  a  correct  statement  with  the  Federal  government  would  be 
foolhardy  enough  to  file  an  incorrect  duplicate  with  the  State  authorities. 

"The  income  tax  will  work  in  practice.  It  has  been  successfully 
administered  in  practically  every  European  country  for  a  great  num- 
ber of  years.  The  Federal  income  tax  works,  and  the  Wisconsin 
experiment  has  conclusively  demonstrated  that  with  a  good  adminis- 
tration state  income  tax  does  work.  There  seems  to  be,  moreover,  a 
strong  movement  in  favor  of  such  a  tax  throughout  the  country 
♦  *  ♦  .  Practically  every  witness  that  appeared  before  our  Com- 
.  mittee— and  the  list  included  representatives  of  leading  commercial 
and  business  organizations,  as  well  as  tax  experts,  business  men  and 
individuals  from  many  walks  of  life — advocated  the  abolition  of  the 
personal  property  tax  and  the  substitution  therefor  of  the  income 
tax.'** 

The  Massachusetts  Income  Tax 

In  1916  Massachusetts  enacted  an  income  tax  law  which  in  several 
respects  is  noteworthy.  For  nearly  three  hundred  years  Massachusetts 
raised  the  bulk  of  her  revenues  from  the  general  property  tax.  From 
time  to  time  as  economic  conditions  and  fiscal  necessities  changed,  other 
taxes  including  corporation  taxes  and  taxes  upon  inheritances  were  in- 
troduced, but  chief  reliance  for  public  revenues  was  placed  upon  "a  tax 
levied  uniformly  upon  real  and  personal  property  by  the  several  cities 
and  towns  at  whatever  rates  might  be  needed  to  meet  local  expenses." 
.  Ib  common  with  all  other  states  where  tiie  general  property  tax  pre- 
vailed, Massachusetts  found  in  the  course  of  j^me  that  this  form  of  tax 
worked  badly.  Various  commissions  brought  in  schemes  of  reform, 
but  apathy  or  constitutional  obstacles  obstructed  the  path  to  real  reform 
of  the  tax  system.  There,  as  elsewhere,  one  of  the  worst  features  of 
tiie  system  was  the  taxation  of  intangible  property,  and  in  1907  the 
so-called  "three-mill  tax,"  a  flat  tax  of  3  mills  on  the  assessed  valuation 
of  money,  credits  and  securities,  was  proposed  by  a  special  tax  com- 
mission, but  the  plan  encountered  constitutional  difficulties  and  came 
to  nothing. 

In  1911  Governor  Foss  broached  the  subject  of  a  state  income  tax 
as  a  substitute,  partial  or  complete,  for  the  personal  property  tax.  Dif- 
ferences regarding  the  form  of  an  amendment  to  the  state  constitution 
permitting  the  establishment  of  a  uniform  income  tax  delayed  for  several 
years  the  adoption  of  the  necessary  amendment,  but  in  1915  it  was  sub- 
mitted to  the  voters  and  ratified  by  an  overwhelming  majority. 

The  Massachusetts  income  tax  is  narrower  in  scope  than  the  Federal 
income  tax,  which  applies  to  incomes  from  nearly  all  sources,  and  some- 

(»)  Ibia.,  pp.  205-206. 
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what  narrower  than  the  Wisconsin  income  tax  which  reaches  »ost  lan^ 
of  income  but  excludes  dividends  f rom  cer^n  ^^^l^^'^'Zts 
The  problem  in  that  state  was  to  substitute  an  income  ^Jf^^^  P^!'' 

of  the  existing  system  of  property  taxation  as  had  proved  unsatis  actory 
^^T^e  was  no  popular  demand  for  a  new  method  of  taxmg  real  estate 
or  tangible  persSnrproperty,"  says  Professor  Bullock,  "and  the  Le^is- 
kture  Icted  wisely,  therefore,  in  making  the  mcome  tax  merely  ^  log^^a 
Sement  to  a  system  of  property  taxes  upon  tangible  P^perty  re^ 
and  personal.  The  result  is  a  perfectly  logical  adjustment  by  wtoA 
tangible  things  like  real  estate,  machinery,  merchandise  and  tovestooc 
are  assessed  locally  upon  their  capital  value,  while  intangibles  are  assessed 
by  the  state  upon  their  annual  income."  •  4.-^" 

^  The  Massachusetts  income  tax  is  notable  for  a  number  of  variations 
from  both  the  Wisconsin  and  the  Federal  income  tax  plans  One  of  the 
most  striking  of  these  variations  is  a  flat  rate  instead  of  a  graduated 
Stfof  taxation,  the  purpose  of  the  latter  being  to  shift  a  large  propor- 
ti<m  of  the  tax  burden  upon  the  well-to-do. 

The  law  definitely  abandons  "collection  at  the  source  and  substi- 
tutes for  it  the  principle  of  "information  at  the  source.  It  requires 
employers  to  furnish  the  names  and  addresses  of  all  regular  employees 
receiving  salary  or  other  compensation  above  $1,800  a  year  Ev^ 
corporation,  partnership,  association,  or  trust  havmg  transfenAle  shares 
not  exempt  from  taxation  must  file  the  names  and  addresses  of  MMM. 
chusetts  shareholders,  and  must  also  report  the  nanjes  and  «Wr^ 
of  Massachusetts  recipients  of  interest  upon  its  bonds,  notes  or  oto^ 
evidences  of  indebtedness  exfcept  coupons  payable  to  bearer.  Upon  re- 
auest  by  the  Tax  Commissioner  these  corporations,  etc  must  state  the 
amounts  of  dividends,  interest  and  annuities  so  paid  by  them  to  any 
person.    This  plan  does  away  with  tiie  necessity  of  coupon  certihcates 

required  for  collection  at  the  source.  ,  r  u  .  fU„ 

The  most  important  provision  of  the  act  is  that  which  abolishes  the 
tax  upon  intangible  property  and  substitutes  a  uniform  tax  ot  0  per 
ce^it  upon  the  income  derived  therefrom.  "It  substitut^  a  d^te  and 
reasonable  tax  for  an  uncertain  and  unequal  ptem^  under  w^ 
escaped  altogether,  some  compounded  witii  the  local  authorities  for  a 
reasonable  rite  of  taxation,  and  stiU  otiiers  paid  nn  % 

third  of  tiieu-  entire  incomes."  Anotiier  feataire  of  tiie  tax  on  the 
income  from  intangible  property  is  that  it  appUes  only  to  such  ^nds  of 
intangibles  as  were  subject  to  taxation  under  the  former  law.  Thus  the 
SSS  from  mortgages  upon  taxable  Massachusetts  real  estate  remains 
SS^t;  f^tr^incSme  from  savings  bank  deposits,  tax-exempt 
State  and  municipal  bonds,  dividends  on  the  stock  of  Massachusetts  cor- 
porations and  national  banks,  "real  estate  trusts,"  ^nd  shares  of  suA 

Voluntary  associations  as  hold  the  shares  of  ¥^^|»<*«*?^J?f^!f  ^ 
or  are  conducting  their  business  principally  in  Massachusetts  and  Me, 
therefore,  already  sufficiently  taxed.  In  general,  tiie  owner  <« je«>"*;js 
is  taxable  only  upon  income  derived  from  sources  that  we^e  taxalric 

under  the  old  law.  ,  ,  •  ^     -ui     •„  nr« 

Another  important  feature  of  the  tax  on  intangiWes  is  that  it  pro- 
vides for  a  deduction  or  offset  for  indebtedness  The  taxpayer  may 
deduct  such  a  proportion  of  the  interest  paid  on  his  total  income  from 
all  sources.  Besides  allowing  for  this  proportional  deduction  for  debts, 
tiie  law  grants  an  exemption  of  $300  of  income  from  taxable  intangible 
property  to  persons  whose  total  income  from  all  sources  does  not  exceed 
$600  during  the  year  prior  to  the  assessment  of  the  tax.  ^ 

The  new  law  makes  a  consistent  eflfort  throughout  to  avoid  imposing 
the  tax  in  any  way  upon  otiiers  tiian'  inhabitants  of  Massachusetts,  so 
that  non-resident  partners  in  Massachusetts  firms  non-resident  bene- 
ficiaries of  Massachusetts  trusts,  etc,  are  not  subject  to  tins  tax.  Hith- 
erto tiie  policy  in  tiiat  state  has  been  to  tax  beneficiaries  who  reside  m 
tiie  state,  no  matter  where  tiie  trustee  resides  or  may  have  derived  his 
appoinbnent,  and  also  to  tax  trustees  Uving  m  tiie  state  even  tiiough 
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some  or  all  of  the  beneficiaries  reside  in  other  states.  Under  the  new 
law  the  taxes  levied  upon  income  will  be  governed  by  the  domicile  of  the 
beneficiary  and  not  by  that  of  the  trustee.  This  "will  have  the  effect 
of  making  it  possible  for  inhabitants  of  Massachusetts  to  act  as  ^trustees 
under  many  trusts  that  otherwise  would  never  come  to  this  state." 

Besides  taxing  the  income  from  intangible  property,  the  act  imposes 
a  tax  of  V/2  per  cent  upon  income  derived  from  ^'professions,  employ- 
ments, trade  or  business."  These  classes  of  income  have  in  theory  long 
been  taxable  as  personal  property,  but  the  new  lavr  fixes  a  miilorm  rate 
and  makes  important  improvements  in  the  details  of  the  tax.  Formerly 
income  from  annuity  was  taxable  upon  its  entire  amount;  the  new  law 
provides  an  exemption  of  $300  if  the  total  income  of  the  annuitant  is 
not  in  excess  of  $600.  The  new  law  carefully  defines  taxable  income: 
"In  effect,  the  income  hereafter  subject  to  taxation  will  be  the  net  mcome 
of  the  business  determined  substantially  as  any  good  accountant  would 
compute  it:  and  the  further  provision  is  made  that  a  taxpayer  shall  be 
entitled  to  deduct  from  such  net  income  an  amount  equal  to  five  per 
cent  of  the  assessed  value  of  the  stock  in  trade  and  other  tangbile  prop- 
erty, real  and  personal,  owned  by  him  and  used  in  the  business.  Thus 
the"  new  act  exempts  so  much  of  the  taxpayer's  income  as  represents  a 
fair  rate  of  interest  upon  tangible  property  for  which  the  business  is 
taxed."  The  act  continues  the  exemption  of  $2,000  of  prof esrfonal  or 
business  income  allowed  under  the  old  law;  also,  a  further  exemption 
of  $»»  for  a  married  person,  and  $250  for  each  child  under  eighteen, 
or  for  a  parent  dependent  upon  the  taxpayer  for  sui^rt,  but  wiA  a 
limit  of  $1,000  for  this  total  additional  exemption. 

The  new  law  provides,  further,  for  a  special  tax  at  the  rate  of  3 
per  cent  upon  the  excess  of  gains  over  losses 

or  sales  of  intangible  personal  property.  It  applies  to  the  individual 
speculator  as  well  as  to  the  banker  or  broker,  but  in  the  case  of  trustees 
the  gains  are  determined  not  annually  but  at  the  termination  of  the 
trust,  or  every  fifth  year  if  continued  over  that  period.  This  provision, 
without  which  gains  from  dealings  in  intangible  property  would  pay  Ij-i 
per  cent  if  part  of  the  income  of  any  business  instead  of  3  per  cent, 
was  doubtless  due  in  part  to  the  desire  to  tax  the  speculator.  But,  com- 
ments Professor  Bullock,  "it  is  also  explicable  on  the  grmmd  that  m- 
tangible  property  is  now  exempt  from  tixation  as  property,  so  that  per- 
sons who  deal  in  it  may  fairly  be  required  to  pay  a  somewhat  heavier 
rate  than  persons  who  deal  in  merchandise  or  other  taxable  tangible 

proper^."  ,  ^  . 

Summarizing,  the  rates  of  taxation  on  the  several  forms  of  income 

are  as  follows :  •    .  u 

1.  Six  per  cent  on  interest  and  dividends  received,  except  those 
from  securities  already  tax  exempt,  with  exemption  of  $300,  provided 
the  total  income  is  not  in  excess  of  $600.  • . 

2.  One  and  one-half  per  cent  upon  income  from  annmties,  with 

$300  exemption.  r 

3.  One  and  one-half  per  cent  on  excess  over  $2,000  of  net  income 
from  professions,  employments,  trade  and  business,  with  deduction  of 
5  per  cent  on  the  assessed  value  of  the  tangible  property  employed  m  the 
business,  and  allowance  for  children,  dependent  parents,  etc. 

4.  Three  per  cent  on  excess  of  gains  over  losses  from  purchases  and 
sales  of  securities  and  other  tangible  property. 

The  existing  tax  on  corporations  remains  in  force.  Partnerships 
are  taxed  in  much  the  same  way  as  individuals  on  that  portion  of  their 
income  which  goes  to  partners  resident  in  Massachusetts. 

One  of  the  most  noteworthy  features  of  the  Massachusetts  income 
tax  is  the  means  provided  for  its  enforcement  and  administration.  Smce 
the  law  is  to  be  strictly  enforced,  it  required  compulsory  returns  of 
taxable  income.  On  or  before  the  first  day  of  March  each  year  inhabi- 
tants of  Massachusetts  must  make  returns  under  oath  of  their  income 
from  taxable  intangible  property,  and  heavy  penalties  are  provided  for 
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failure  to  comply  with  the  law.  These  returns,  however,  are  not  to  be 
Lade  to  the  b'cal  assessor  but  either  to  the  state  tax  commissioner  or 
to  a  soecial  income  tax  assessor  appointed  to  assess  mconies  in  the  di.- 
£ct  whe^  Ihe  ^P^r  lives.  The  taxpayer  has  the  option  of  sending 
^s  rSnm  toir^lome  tax  assessor  or  to  the  tax  commissioner,  so  that 
£e  dS  of  his  affairs  shall  not  become  known  to  his  neighbors.  Tne 
fSer  provides  that  neither  the  tax  commissioner  nor  any  other 

^blic  Xial  shall  disclose  to  any  unauthorized  P^^^o"/"^  '"^^•■"I'f  ij^ 
Sued  iT  any  such  return  other  than  the  name  and  address  of  the 

^Thf'administration  of  the  income  tax  is  placed  .in  the  {^ds  of  a 
state  tax  commissioner  who  is  authorized  to  appomt  an  »nf  tax 
deputy  to  have  immediate  charge  of  the  assessment  of  income.  is 
also  authorized  to  divide  the  state  into  income  tax  districts  and  to  appoint 
Tn  income  tax  assessor  for  each  district.  Thus.  Ae  administration  of 
the  aw  wil  be  localized  in  some  measure,  but  will  retain  the  principle 
of  respo^Mity  trSTsingle  central  authority,  the  state  tax  commis- 
s4ner  ^Unde?  tiiese  provisions,"  says  Professor  Bullock,  "we  may 
^nnton  iSugent  and  even-handed  enforcement  of  the  law  m  every 
town  or  c  S^  in  the  state,  so  that  when  the  income  tax  gof  ''^t^  ope^J; 
ti^  every  owner  of  intangible  property  will  feel  assured  that  all  are 
be^n/tSted  alike.  Under  such  conditions  we  may  expect  that  the  law 
S  be  S  fully  and  as  cheerfully  complied  with  as  was  the  mcome  tax 
act  that  went  into  operation  in  Wisconsin  in  191^. 

"The  new  law  is  calculated  to  yield  a  revenue  substantially 
great^  than  is  now  derived  from  intangible  property  and  taxable 
Soonws  and  with  the  efficient  methods  ot  administration  that  have 
SSi  P^vided.  there  can  be  Uttle  doubt  that  it  will  fulfill  ex- 
pectations." 
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THE  STATE  TAXATION  SYSTEM 

Historical  Sketch  of  Taxation  in  Pennsylvania 

To  understand  aright  the  existing  fiscal  system  of  the  State  and  what 
is  involved  inX  re*mmendations  summarized  in  earlier  sections,  and 
LpMed  in  ?ater  sections,  of  this  Report,  it  is  necessary  to  know  some- 
thinir  of  the  evolution  of  that  system.  .    o«  o« 

As  earhr  as  1778,  while  the  Revolutionary  War  was  m  Progress  ^ 
act  was  passed  to  "compel  the  settlement  of  the  PubUc.  Accounts,  whiA 
nrovTdedTor  the  appointment  of  three  "Auditors  wife  full  PO-'^J^ 
Sect  audU  liquidate,  adjust  and  settie  the  admits  of  the  late  Omi- 
m^tee'of  Safety  and  the  ComicU  of  Safe^  of  Pennsylvania,  who  ceased 

'fn'?7ffi'^'ait^  was'fppfov^Jd^^  the  General  Assembly  entitled  "An 
Act  ?or  MeAoSnTthe^iartrn'^nt  of  Accounts  of  this  Common- 
i^li which  orovided  for  the  office  of  Comptroller  General.  In  1789 
^tmccoiR^lSr  General  was  created  to  which  the  Comptroller 
Gene^^  wL  r^ed  to  submit  aU  adjusted  accounts  before  makmg 

Stoth  the  offices  of  the  Register  General  and  ComptroUcx 
General  were  abolished,  and  the  office  of  AuditorG^erg^^  created 
with  all  the  powers  previously  vested  m  the  R««ister  C^eral.  iwo 
ye^s  later  an'^act  was  passed  in  reference  to  fee  adjustaient  of  accounts 
Ind  r dated  matters  and  many  of  its  provisions  are  still  m  force  In 
Im  thSe  w«  creatS  a  B^d  of  Accounts  composed  of  the  Auditor 
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General,  the  State  Treasure,  and  the  Attamcy  General  to  act  as  a  kmd 

of  board  of  tax  appeals. 

In  these  early  days  when  the  expenses  of  government  were  slight, 
ample  revenue  was  provided  by  the  sales  of  public  lands,  dividends  paid 
by  corporations  in  which  the  State  held  stock,  etc.  Bank  dividends 
were  taxed  in  1814,  and  collateral  inheritance  in  1826. 

In  1831  an  act  was  passed  which  laid  the  foundations  for  a  system 
of  state  taxation.  It  imposed  a  tax  of  one  mill  upon  ground  rents, 
money  at  interest  and  owing  by  solvent  dd>tors,  mor^ages,  corporation 
stocks,  public  stocks,  except  those  issued  1^  llie  State,  and  pleasure  car* 
riages.  This  tax  was  collected  by  the  county  officers  for  the  use  of  the 
State.  County  Commissioners  were  required  to  add  one  mill  to  the 
county  tax  on  all  real  and  personal  property  subject  to  local  taxation, 
for  the  use  of  the  State.  These  taxes  were  limited  to  five  years,  as  it 
was  believed  that  the  income  from  the  state  public  works  then  in  course 
of  construction  would  defray  all  expenses  of  state  government.  From 
1836  to  1840  the  Commonwealth  received  large  sums  from  the  Second 
Bank  of  the  United  States  which  after  the  expiration  of  its  Federal 
charter  incorporated  as  a  state  ban^  and  from  the  Fedend  surplus 
whidi  was  distributed  among  the  states. 

The  debt  arising  from  the  vast  system  of  public  works  soon  outran 
the  revenues  therefrom,  and  new  taxes  were  laid  in  1840,  including  a 
tax  of  one  mill  on  the  stocks  of  banks  and  other  institutions  declaring 
a  profit;  one-half  a  mill  on  certain  kinds  of  personal  property;  a  small 
tax  on  furniture,  pleasure  carriages,  watches  ;  and  a  tax  on  the  salaries  of 
State  officers.  These  taxes  proved  quite  inadequate-  to  meet  even  the  inter- 
est charges  on  the  public  debt,  and  in  1843  the  Commonwealth  defaulted 
in  the  payment  of  its  interest 

In  this  emergency  the  Act  of  1844  was  passed^  and  this  act  fonns 
tiie  basis  of  our  present  taxation  S3r5tem.  It  was  very  broid  in  its  appli- 
cation, reaching  a  great  variety  of  subjects  of  taxation.  It  created  the 
existing  capital  stock  tax  and  the  tax  on  personal  property.  It  provided 
for  a  state  tax  on  real  estate,  which  was  repealed  in  1866;  and  a  tax 
upon  horses  and  cattle  for  state  purposes,  repealed  in  1873.  The  tax  on 
furniture,  carriages,  watches,  etc.,  was  repealed  in  1887.  The  tax  of 
1844  originated  the  practice  of  taxing  corporations  directly  through  state 
officers,  and  personal  property  through  coimty  officers  acting  as  agents 
of  the  state. 

The  Civil  War  brought  greatly  increased  expenditures  and  conse- 
quent^ new  taxes,  including  Ac  tax  on  the  net  earnings  of  bankers  and 
brokers  (1861);  on  gross  receipts  of  transportation  companies  (1864); 
on  the  mining  of  coal  (1867) ;  cm  corporate  loans  in  a  new  form  (1864). 
After  the  close  of  the  war  many  of  these  taxes  were  abolished. 

With  the  continued  development  of  the  State  increased  revenues 
again  became  necessary.  In  1877  the  tax  on  gross  receipts  of  transporta- 
tion companies  was  revived,  and  a  tax  was  laid  on  the  gross  prmiums 
of  domestic  insurance  companies. 

In  1885  the  corporate  loan  tax  was  created,  and  in  the  same  year 
manufacturing  corporations  were  relieved  from  the  payment  of  the 
capital  stock  tax.  .Subsequent  legislation  provided  for  the  exemption  of 
oidy  so  much  of  the  capital  of  manufacturing  companies  as  is  invested 
in  property  employed  exclusively  in  manufacturing. 

In  1897  new  taxes  were  laid  upon  direct  inheritances  (declared  un- 
constitutional), on  receipts  of  express  companies  (in  addition  to  the 
tax  on  gross  receipts),  and  on  the  matured  stodc  of  building  and  loan 
associations.  Changes  were  made  also  in  the  metiiod  of  taxing  bank 
stock,  in  the  licenses  of  distillers,  brewers,  etc. 

The  tax  legislation  of  the  last  few  years,  including  the  tax  on 
anthracite  coal,  the  stock  transfer  tax,  the  change  in  the  personal  property 
tax  by  which  this  tax  all  goes  to  the  counties,  etc.,  are  considered  in 
their  appropriate  connections  elsewhere  in  this  Report  ' 
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The  Tax  System  of  P^msylvama 

In  its  taxation  history  Pennsyhraaia  stands  out  (1)  as  the  only 
state  in  the  Union  in  which  the  general  property  tax  has  not  had  any 
real  existence;  (2)  as  one  of  the  first  states  to  affect  a  separation  of 

state  and  local  sources  of  revenue;  and  (3)  as  the  first  state  to  attempt 
a  solution  of  the  vexed  problem  of  taxing  intangible  personal  property 
by  means  of  a  low  rate,  which  theoretically  and  in  large  measure  prac- 
tically, has  prevented  such  property  from  migrating  elsewhere  and  has 
produced  a  fair  and  increasing  amount  of  revenue.  In  this  State  we 
have  been  further  fortunate  in  that  the  Constitution  places  all  taxation 
in  the  hands  of  the  Legislature  with  but  littie  restriction*  thus^  providing 
an  element  of  elasticity  and  adaptability  to  changing  conditions,  tiie 
absence  of  which  in  otiier  states  has  proved  a  soious  handia^  upon 
normal  fiscal  progress. 

Tax  experts  and  economists  arc  not  by  any  means  agreed  as  to  the 
wisdom  of  the  separation  of  state  and  local  sources  of  revenue,  and 
even  in  this  Commonwealth  where  perhaps  the  conditions  for  the  opera- 
tion of  this  plan  have  been  as  favorable  as  anywhere,  there  is  grave 
questioning  as  to  whether  inequality  and  injustice  in  taxation  do  not 
inhere  in  it.  The  thoughtful  taxpayer  in  Pittsburgh  who  pays  over  12 
mills  on  his  real  estate  to  the  city  for  general  purposes,  plus  a  6-miU 
tax  for  schools,  plus  3  mills  or  more  to  the  county,  a  total  of  more  than 
2  per  cent  on  the  assessed  valuation,  whidi  presumably  represents  the 
full  value  of  his  property  and  actually  in  many  instances  is  in  excess  of 
its  cash  value — the  property  owner  who  pays  these  various  taxes  for 
the  support  of  local  government  plus,  possibly  a  4-mill  tax  on  his  per- 
sonal property,  while  public  utility  corporations  escape,  in  the  main, 
local  taxation  upon  their  real  estate,  and  pay  into  the  State  Treasury 
a  tax  varying  from  5  to  10  mills,  may  well  inquire  whether  the  separation 
of  revenues  does  not  impose  upon  him  a  heavier  burden  of  taxation  than 
upon  other  classes  of  taxpayers,  or  than  would  be  necessary  under  a 
general  property  tax  distributed  over  state,  county  and  municipality.  His 
doubt  deepens  when  he  recalls  that  the  average  professional  and  business 
man  with  an  annual  net  income  possibly  many  times  his  own  pays  notiiing 
directiy  to  the  support  of  either,  unless  he  happens  to  own  r^  estate. 

The  prevailing  political  theory  involved  in  the  separation  of  state 
and  local  sources  of  revenue  has  been  that  the  classified  property  tax 
approaches  an  equality  between  the  taxation  of  those  persons  and  prop- 
erty reserved  for  state  taxation  and  those  reserved  for  the  support  of 
local  government;  that  by  using  different  forms  and  methods  of  taxation 
a  real  equality  of  tax  burden  is  secured.  But  has  there  ever  been  in 
this  State  an  intelligent  effort  made  to  determine  whether  such  equality 
of  tax  burden  exists  between  the  gross  earnings  tax  on  corporations 
accruing  to  the  State  and  the  local  tax  upon  real  estate;  or  between  the 
several  kmds  of  state  taxes  on  corporations  of  various  kinds  or  between 
the  personal  property  tax  and  the  tax  on  real  estate?  Having  this  fiscal 
principle  in  mind  what,  says  the  man  on  the  street,  is  the  justification 
for  the  exemption  of  machinery,  or  for  the  levying  of  a  county  road  tax 
upon  the  real  estate  of  a  citizen  of  Pittsburgh  who  never  uses  or  sees 
a  county  road,  or  for  many  other  existing  forms  of  taxation  or  exemp- 
tions from  taxation  which  readily  come  to  mind? 

It  must  be  recognized,  of  course,  that  under  modern  conditions  we 
cannot  apply  the  equality  test  of  the  old  general  property  tax  which  in 
earlier  days  was  universal  and  quite  equitable  in  its  practical  operation. 
Nor  can  there  be  a  logical  basis  for  equating  two  entirely  different  sys- 
tems of  taxation  such  as  income  taxation  and  property  taxation  both  of 
which  should  have  their  proper  place  in  a  well-balanced  system  of  taxa- 
tion, or  of  equating  the  property  tax  with  the  customs  tax.  The  theory 
has  proceeded  on  the  assumption  that  those  properties  or  incomes  set 
aside  to  furnish  revenue  for  the  sustenance  of  one  form  of  government 
need  have  no  relative  comparison  with  the  rates  imposed  upon  other 
properties  or  incomes  for  the  support  of  a  different  government 
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"Diversification  of  rates  of  taxation,"  says  Professor  Bullock, 
"agrees  with  the  ordinary  business  principle  of  adjusting  charges 
and  prices  to  what  the  traffic  will  bear.  No  railroad  charges  as 
much  for  carrying  logs  as  for  carrying  furniture;  but  the  discrimi- 
nation in  favor  of  logs,  by  enabling  that  traffic  to  move,  contributes 
to  the  revenue  of  the  road  and  decreases  the  charges  upon  furniture 
and  other  traffic  of  higher  grade  *  *  ♦  Reasonable  discrimi- 
nation between  the  objects  of  taxation  is  the  principle  upon  which 
our  customs  tariff  and  internal  taxes  upon  commodities  are  now  ad- 
justed. We  tax  beer  at  one  rate,  spirits  at  another,  and  tobacco  at 
another,  and  no  sensible  man  would  propose  to  tax  all  three  com- 
modities at  a  uniform  rate.  Our  tariff  taxes  cut  diamonds  at  the 
rate  of  10  per  cent  and  levies  upon  sugar  a  duty  equivalent  to  60 
per  cent  ad  valorem.  This  discrimination  is  both  just  and  expedient, 
since  a  duty  of  60  per  cent  upon  diamonds  would  lead  to  so  much 
smuggling  as  to  produce  little  revenue;  while  the  duty  of  10 -per 
cent  yielded  m  1905,  $2,500,000. 

'^his  illustration  not  only  makes  clear  the  necessity  of  adjust-* 
ing  taxation  to  'what  the  traffic  will  bear/  but  points  to  the  reason 
therefor.  The  duty  of  10  per  cent  can  be  collected  from  any  dealer 
in  diamonds  because  the  government  succeeds  in  collecting  it  from 
practically  all  dealers.  If  the  duty  were  raised  to  60  per  cent,  and 
a  few  dishonest  dealers  were  tempted  to  evade  payment  of  it,  the 
honest  dealers  who  would  have  no  objection  to  paying  duties  uniformly 
collected  upon  all  persons  engaged  in  their  trade  would  have  no 
choice  but  to  resort  to  smuggling  or  go  out  of  business.  Evasion 
of  taxation,  when  it  becomes  general,  is  not  due  to  dishonesty  on 
the  part  of  the  average  taxpayer,  but  to  sheer  inability  of  the  honest 
man  to  pay  his  taxes  when  other  persons  succeed  in  evading  theirs/' 

The  principle  of  the  classified  property  tax,  however,  does  aim  at 
substantisCl  equality  through  a  variation  of  methods  and  sources  of  tax- 
ation. But  the  arbitrary  taxing  of  one  class  ot  property  twice  that  of 
another  class  of  property  in  the  same  state  would,  if  the  facts  were  well- 
established  and  understood,  be  seriously  challenged.  The  fact  is,  of 
course,  that  comprehensive  comparisons  of  tax  burden  as  between  classes 
of  property  or  incomes  are  seldom  instituted  either  under  public  or  pri- 
vate direction,  and  yet  such  intelligent  and  thorough-going  analyses  and 
comparisons  are  essential  to  a  full  understanding  of  the  situation. 

Among  the  more  striking  of  the  bad  effects  attributed  to  the  sepa- 
ration of  state  and  local  sources  of  revenue  the  following  may  be  cited: 

1.  The  indifference  of  the  people  of  the  state  as  a  whole  to  state 
expenditures  for  the  reason  that  they  bear  directly  no  part  of  the  tsuc 
burden.   All  the  people  are  privil^ed  to  expend  what  only  a  few  peo- 

contribute. 

2.  Higher  local  taxes  growing  out  of  the  absorption  by  local  taxing 
districts  of  the  savings  anticipated  under  separation,  and  also  out  of  the 
fact  that  in  the  absence  of  real  equalization  among  counties  the  basis  of 
assessment  may  rise  quietly  without  the  knowledge  of  the  taxpayer. 

3.  The  decentralization  of  local  administrative  machinery  resulting 
in  the  familiar  inequalities  that  prevail  under  such  conditions. 

4.  The  propaganda  of  home  rule  with  its  accompanying  local  tax 
exemptions  is  encouraged. 

Because  of  these  and  other  bad  effects  ^d  to  inhere  in  the  plan  of 
separation,  it  has  generally  been  held  among  tax  officials  of  large  view 
that  there  should  always  be  a  direct  state  tax,  small  or  laige^  but  capable 
of  expansion  and  of  being  felt  by  the  people. 

Contrary  to  the  foregoing  view,  it  has  been  urged  that  where  state 
expenditures  are  controlled  by  a. proper  budgetry  system,  or  by  a  state 
board  of  finance  or  public  affairs,  the  extravangance  arising  from  the 
lack  of  interest  in  state  expenditures  by  the  mass  of  people  not  taxed 
for  state  purposes  is  amply  safeguarded.    Whether  the  tax  system  be 
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based  upon  separation,  segregation,  the  general  property  tax,  or  any  other 
plan,  there  is  imperative  need  for  economy  in  expenditures  and  efficiency 
in  administration  realizable  only  tiirough  scientific  budgetary  control. 

Even  more  significant  is  the  need  for  scientifiic  and  equitable  assess- 
ment of  property  and  income.  This  necessarily  involves  central  con- 
trol, long  tenure  of  office,  adequate  pay,  and  the  protection  of  the  civil 
service. 

Under  the  system  of  separating  state  and  local  sources  of  revenue 
in  this  State  real  estate  carries  the  burden  of  local  revenues,  being  taxed 
for  municipal,  public  school  and  county  purposes.  Certain  specified 
classes  of  tangible  personal  property  are  taxed  for  county  purposes,  and. 
the  4-mill  tax  upon  intangible  personal  property  sudi  as  mortgages, 
bonds,  corporate  loans,  etc.,  of  which  formerly  only  three-fourtiis  was 
r^rned  to  the  counties,  now  all  reverts  to  the  counties. 

The  burdra  of  taxation  for  state  purposes  is  borne  in  large  measure 
by  the  corporations  whidi  are  subject  to  a  number  of  special  taxes. 
There  is  also  a  state  tax  on  collateral  inheritances,  a  system  of  business 
taxes  and  licenses,  and  special  state  taxes  are  levied  on  writs,  wills, 
deeds,  and  certain  emoluments  of  public  office.  Corporations  are  sub- 
ject to  local  taxation  on  their  tangible  property  the  same  as  individuals. 
Public  service  corporations,  however,  are  (by  judicial  decision)  (') 
exempt  from  local  taxation  on  such  property  as  is  essential  to  their 
business,  except  in  Philadelphia  and  Pittsburgh,  where,  by  statute,  ^tiie 
real  estate  of  railroads  is  subject  to  local  taxation.  (For  a  more  detailed 
discussion  of  these  exemptions,  see  p.  25.) 

Soittces  of  State  Revenue 

A  brief  nummary  of  the  sources  of  state  revalue  follows: 

Corporation  Taxes  «  ^        ,        .  ^ 

1.  Bonus  on  Charters,  By  act  of  1899  all  domestic  corporations, 
except  building  and  loan  associations  and  corporations  of  the  first  dMS, 
pay  for  the  privilege  conferred  in  their  charters,  at  the  tmie  of  heffOr 
ning  business  or  increasing  stock,  a  bonus  of  one-third  of  one  per  cent 
upon  the  authorized  amount  of  capital  stock. 

2  Capital  Stock  Tax.  Under  various  acts  the  capital  stock  of 
corporations  has  been  taxed  since  1840,  and  joint  stock  associations  smce 
1843.  The  present  law  enacted  June  1,  1889,  imposes  a  tax  of  5  mills  on 
the  actual  value  of  the  capital  stock  of  all  corporations,  joint  stock  asso- 
ciations, and  limited  partnerships,  with  the  following  exemptions:  (a) 
banks,  savings  institutions,  and  foreign  insurance  companies,  which  are 
otherwise  taxed;  and  (b)  capital  stock  invested  and  employed  in  manu- 
facturing, except  brewing  and  distilling  companies,  and  such  manufactur- 
ing c^smpanies  as  exercise  the  right  of  eminent  domain. 

Fire  and  marine  insurance  companies  are  taxed  at  tiic  rate  of  3 
mills,  and  wholesale  distillii^  companies  pay  10  mills. 

In  cases  arising  from  the  efforts  of  the  taxing  ofl&cials  to  impose  the 
tax  efforts  are  constantly  being  made  to  secure  exemption  for  this  or 
that  process  as  "manufacturing."  Among  other  business  exempt  are  the 
following:  printing  and  publishing,  laundering,  ship-building,'  oil  refin- 
ing, iron  and  steel  manufacturing,  dyeing  cloth  and  fabrics,  making 
artificial  gas,  bricks  and  other  clay  products,  hams,  bacon,  etc.,  tobacco, 
leather,  coke,  slate,  preserving  fruit,  manufacturing  spices,  drugs,  etc., 
cement,  asphalt,  finished  iron,  steel,  lumber,  stone,  etc.  The  forcing 
list  is  suggestive  of  the  classes  of  manufacturing  which  have  been  ex- 
empted from  the  payment  of  tiie  cental  stock  tax. 

This  tax  is  imposed  upon  the  corporation's  property,  assets  and  fran- 
chises. The  corporation  is  merely  a  trustee  for  its  stocldiolders,  upon 
whom  ultimately  the  burden  falls.  The  question  of  the  actual  cash 
value  of  its  iproperty  and  assets,  including  franchises  is  one  fact  to 

(1)  Lehigh  Coal  and  Navigation  Ck».  vs.  Northun^ton  County.  8  Walts  A 
Berg.  344  (1845). 
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be  determined  by  consideration  of  the  value  of  its  tangible  property  and 
assets  of  every  kind,  including  its  bonds,  mortgages,  franchises  and  privi- 
leges The  amount  of  encumbrances  on  the  property  and  franchises  18 
also  relevant,  though  these  are  not  specifically  deducted  from  the  valua- 
tion. In  the  well-known  Nypano  case  (188  Pa.,  169),  the  Supreme  Court 
held  that  it  would  be  a  manifest  error  to  hold  that  the  debt  should  be 
deducted  from  the  aggregate  value  of  the  property  and  thereby  withdraw 
tangible  property  to  that  extent  itom  taacation. 

As  one  commentator  says:    "The  shares  themselves  which  rep- 
resent the  owners'  interests,  less  debts,  have  so  little  to  do_  with  the 
subject  of  taxation,  the  capital  stock,  that  it  is  immaterial  where 
they  are  held  or  who  owns  them,  the  property  and  assets,  the  capital 
stock,  being  in  this  state,  that  alone  is  within  reach  of  the  taxing 
power    That  the  owner  subjects  it  to  a  bad  debt  in  no  way  changes 
the  relation  of  tite  Commonwealth  to  it  as  a  subject  of  taxation;  it 
constitutes  the  same  capital  stock  as  before  ;  his  fdation  to  his  own 
property  has  been  somewhat  changed,  for  by  the  mortgage  debt  he 
has  admitted  others  to  a  share  of  the  income,  and  has  given  them 
a  lien  for  their  debt;  his  title,  however,  remains  just  the  same  as 
if  the  owner  of  the  legal  title  to  land  had  placed  a  mortgage  upon 
it    All  the  indications  of  ownership,  the  possession  of  the  deed  ar^ 
domain  over  the  property  continue  as  if  no  debt  had  beien  created. 
The  ascertainment  of  the  actual  value  of  the  capltd  stock  of  - solvent 
and  well-managed  corporations  is  dearly  provided  for  and  readily 
ascertained ;  but  the  act  of  1»1  was  prepared  with  a  view  of  reach- 
ing the  property  of  corporations,  where  the  mortgs^  mdebtedness 
is  equal  to  or  far  in  excess  of  the  actual  value  of  the  property  and 
which  may  have  the  same  mileage,  traffic  and  the  same  privileges 
as  a  solvent  one.   As  the  same  rule  for  a  fair  estimate  of  the  actual 
value  of  the  stock  cannot  be  adopted,  as  in  the  case  of  a  solvent  cor- 
poration, the  Commonwealth's  officers  proceed  under  the  authority 
expressly  given  to  make  an  appraisement.    The  actual  value  is  a 
pure  question  of  fact,  and  is  settled  and  adjusted  by  the  Auditor- 
General  and  State  Treasurer  based  upon  the  facts  in  the  report  made 
annually  by  the  officers  of  the  company,  and  in  case  they  are  dis^ 
satisfied  with  such  valuation,  they  are  authorized  to  make  a  valua- 
tion upon  the  facts  in  the  report  and  other  information  withm  their 

^  Acts  of  Assembly  require  that  taxes  shall 

be  uniform  upon  the  same  class  of  subjects.  The  acts  imposing  a 
tax  on  capital  stock  of  corporations  provide  for  the  assessment  and 
collection  of  a  tax  of  'five  mills  upon  each  dollar  of  the  actual  value 
of  its  whole  capital  stock  of  all  kinds'  *  *  *  the  principal  object 
being  to  reach  actual  value.  It  would  be  almost  impossible  to  apply 
the  same  rule  or  method  of  arriving  at  the  actual  value  of  We  capital 
stock  of  a  railroad  company  as  to  that  of  an  dectnc  light,  wat», 
land,  natural  gas,  mining,  brewing,  trust  or  insurance  company.  In 
view  of  the  impossibility  of  adopting  a  uniform  or  smgle  method  of 
arriving  at  a  valuation  and  assessment  of  all  corporations  ^  many 
yeafs'  experience  in  the  assessment  and  collection  of  the  State's  rev- 
enues has  resulted  in  the  adoption  of  what  might  be  called  a  sub- 
classification  of  the  different  subjects,  the  desire  being  to  secure 
uniformity  of  valuation  and  assessment  upon  the  same  class  of  cor- 
poration taxables."*  . 

All  corporations,  limited  partnerships,  and  joint  stock  assoaations, 
except  banks  savings  institutions,  foreign  insurance  companies,  and  trust 
companies  are  required  to  make  annual  reports  to  the  Auditor  General 
upon  blanks  prepared  by  Wm  in  such  form  as  he  deems  best  calculated 
to  insure  true  returns.  For  convenience  different  blanks  are  used  for 
different  classes  of  cocapanies— manufacturing,  transportation,  td^raph, 

(*)  Compendium  and  ^ef  Hlstery  of  D^oation  In  Pemuorlvanla,  p.  99. 
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telephone  and  electric  light;  oil  or  gas  ;  coal,  coke.  ^"i^^" 
Snor-  hrirk  slate  clav  and  stone;  land,  homestead  and  hotel,  orewJng 
or^dist  lt'g   limited  partnership;  me  and  miscellaneous.  "Fail- 

ure tf  file  r^poS  within  a  spedfic  time  subjects  the  offender  to  a  heavy 
SSaUy  altho?Srthis  is  not  &  imposed  or  the  payment  of  it  insisted 
u^^  Intentional  failure  for  three  successive  years  is  made  a  misde- 
mesmor,  the  officers  being  liable  to  a  fine  or  imprisonment,  but  this 
ejctretne  oenaltv  has  never  been  imposed.  .        rc  •  i 

S?L  the  information  furnished  in  these  returns  the  taxing  offimb 
oreolre  a  statement  of  the  amount  of  the  tax  due  and  send  a  certified 
?op5  to  the  taxable.  If  the  company  regards  the  tax  as  imfair  or  ex- 
cessVe  it  may  petition  for  a  resettlement,  "alleging  any  additional  acte 
or  reasons  o?  calling  attention  to  facts  in  the  report  which  they  believe 
were  not  given  pro^  consideration."  The  company  also  has  the  right 
to  appeal  to  the  coiS.  In  recent  years  there  has  been  a  great  amount 
S  iSon  SowSTout  of  these  appeals,  and  the  Auditors  General  in 
Ae£  SS  Spirts  have  complained  of  the  inadequate  clerical  and  legal 
■  force  to  meet  the  powerful  corporations  9n  equal  gjound. 

The  most  difficult  problem  arising  in  connection  witii  the  t«.  on 
capital  stS  both  for  the  companies  taxed  and  for  tije  ta-^ng  officials 
is  to  ascertain  its  taxable  value.  The  law  requires  the  officers  of 
corporation  to  appraise  it  under  oatii  "at  its  actua  value  in  cash,  not  less 
Wver  Se  average  price  whidi  said  stock  sold  for  during  said 
Md^  less  San  lie  price  or  value  indicated  or  measured  by  net 
JSiir^sf  or  by  theWnt  of  profit  made  and  dther  declared  m  divi- 
dends or  carried  into  surplus  or  sinking  fund. 

Since  comparatively  few  Pennsylvania  corporations  list  their  stocK 
on  the  exchanges,  the  average  daily  selling  price  as  a  guide  is  for  tiie 
mosfpa^rrackfng'.  The  othf r  standard  value  of  prop^ 
r^ted  or  measured  by  net  earnings,  is  not  always  a  sate  gmde  m  aeterm 
inSe  ?he  actua^  valJe  of  tiie  c4»ital  stodc  A  corporation  may  operate 
for  lears  with  no  net  earnings;  then  may  come  a  year  of  great  prosperity 
i^d  rLrge  di^°d2al  ftl^^  be  tiiat  over  a  period  of  ten  years  tiie 
SdioldS  haTavSaged  one  Jer  cent  on  his  investment ;  whi  e  the  value 
o?X  property  oi?^^  dividends  are  to  be  paid  has  been 

Sreatlv  SairTd    What  is  the  value  of  such  property  for  taxation  pur- 
fof£^  WhTd  vidends  shall  a  corporation  earn  to  JUSt^.fy^ ^n  appraise- 
ment of  its  capital  stock  at  par?    To  what  extent  shdl  t«df ^Jf^ 
Snsidered  and  deducted  in  arriving  at.tiie  taxable  value  of  Jecapital 
sS?   These  and  oUier  complex  questions  are  left  to  tiie  judgment  of 

rtls?Rrc%%''frrra^PortaHona^^  ?  1  ^^d' t  V'^t 
tax  on  receipts  of  tamsportation  companies  was  first  levied  in  1866,  at 
S  rJ^e  S  3/4  of  one  per  cent  upon  the  gross  receipts  of  every  railroad 
Snal  Mid  transportation  company.  The  tax  is  now  «  "^/H^  o^;. 'he  doUar 
of  trnss  receipts  from  business  done  within  the  State,  and  is  levied 
upof  every  rSroad.  pipe  line,  steamboat,  canal.  Street  car.  tdeptoig. 
telegraph  and  express,  electric  light  and  car.  company  whetiier  dor^ 
or  foreign  The  tax  does  not  apply  to  recdpts  denv«l  from  the  carry- 
?ng  of  ma  1  nor  to  recdpts  from  interstate  business.  This  tax  is  in  ad- 
dition to  ie  capital  stodc  tax  and  tiie  tax  on  corporate  loans  In  the 
f^l  sSsf  tiu?C  been  regarded  as  a  Irandiise  tax  measured  by  tiie 

^^^MuS^rrotTtha^  while  electric  %ht.  companies  und^a 
suoreme  court  decision'  must  pay  a  tax  on  receipts  from  tiieir  bMi- 
.  SsTothTn  the  supply  of  current  for  lighting  and  for  P?^er  .Purposes, 
^et  artXia"  gas  companies,  the  natural  competitors  of  dectnc  light  com- 
Snies  pay  n?  tax  either  on  tiidr  gross  recdpts  or  on  tiieir  capital  stock 
As  one  commentator  has  said:  *'One  cannot  escape  the  conclusion  that 
^r^e  nrt  «actiy  miiform  upon  the  same  dass  of  subjects,  or  dse 
the  classification  is  somewhat  at  fault 

/i\  TT.naA-   Proceedings  of  Sixth  National  Tax  Conference,  P-  126. 

^mmonwealth  vs  Edison  Eaectric  Light  Co  ,  204  Pa..  252. 
?)  n?^hS  Taction  for  State  Purposes  in  FennsylvMila.  Stxtk 
National  Tax  Conference. 


4.  Gross  Premiums  of  Domestic  Insurance  Companies.  Dom^tic 
insurance  companies,  except  those  doing  business  on  the  mutual  plan 
without  capital  or  reserve  pay  a  tax  of  8  mills  on  the  gro^s  amount  of 

Premiums  and  assessments  received  from  busmess  done  withm  the  btate. 
*his  tax  is  in  addition  to  the  capital  stock  and  personal  property  taxes, 
but  bonds,  mortgages,  and  other  securities  held  by  these  companies  ni 
their  own  right  do  not  have  to  be  returned  as  personal  property,  as  they 
are  included  in  the  tax  on  capital  stock. 

Foreign  insurance  companies  pay  an  annual  tax  of  ^  per  cent  ^ re- 
duced from  3  per  cent  by  act  of  1895)  on  gross  premiums  received  from 
business  done  within  the  State.  These  compames  are  not  subject  to  Miy 
other  tax  in  the  State  unless  they  own  real  estate  which  is  taxable  for 

One-halfof  the  net  amount  received  from  the  tax  on  business  done 
in  Pennsylvania  by  foreign  fire  insurance  companies  is  paid  annually 
to  cities,  boroughs,  and  townships  of  the  first  class,  based  upon  the  busi- 
ness done  in  each  locality  by  such  companies.  t.  u 

5  Net  Earnings.  Corporations  and  limited  partnerships  which  have 
no  capital  stock,  or  which  do  not  pay  a  tax  on  capital  stock  are  required 
to  pay  a  tax  of  3  per  cent  on  their  net  earnings  or  income.  Ihis  appues 
to  unincorporated  savings  institutions,  but  yields,  little  revenue. 

6.  Corporate  Loans.  This  tax,  levied  at  the  rate  of  3  mills  prior 
to  1891,  but  4  mills  since  that  act,  is  laid  on  the  nommal  value  of  all 
mortgages,  bonds,  notes,  scrip,  judgments,  and  certificates  of  indebtedness 
of  aU  coriwrations;  pubUc  and  private,  except  banks,  savings  institutions 
and  foreign  insurance  compantes,  but  including  county  and  mumcipal 

^'r'he  tax  is  not  on  the  corporation  or  its  property,  but  on  the  indi- 
vidual owner  of  the  bonds ;  and  the  corporation  acts  as  collector  When 
the  treasurer  of  the  corporation  pays  the  interest  on  the  o«ts^°°;"f 
obligations,  for  which  some  evidence  of  indebtedness  is  issued,  he  deducts 
the  amount  of  the  tax  from  the  interest  due^and  turns  it  into  the  State 
Treasury.  For  his  services  as  agent  of  the  Commonwealth  m  collecting 
the  tax.  the  treasurer  of  the  corporation  is  aUowed  5  per  cent  on  the 
first  thousand  dollars,  or  less  collected,  one  per  cent  on  the  second 
thousand  or  fraction,  and  one-half  of  one  per  cent  on  any  amount  over 
$2000  While  the  tax  is  supposed  to  be  on  the  bondholder  it  is  esti- 
mated that  75  per  cent  of  the  mortgages  securing  corporate  bonds  pro- 
vide that  the  interest  shall  be  paid  free  of  all  state  taxes,  so  that  m 
practice  the  tax  is  paid  mainly  by  the  corporations. 

Obligations  issued  by  private  corporations  are  exempt  from  taxa- 
tion when  owned  by :  domestic  corporations^  paying  a  tax_  on  capi^ 
stock;  national  banks,  or  state  banks  or  savings  banks  which  pay 
4-mill  tax  on  or  before  March  first  of  each  year;  trust  compames  which 
pay  a  tax  on  the  value  of  their  shares  on  or  before  March  first ,  non- 
residents; institutions  of  purely  pubUc  charity;  when  no  interest  has  been 
pSd  on  the  obligations  during  the  year;  when  held  by  persons  whose 
residences  cannot  be  ascertained.    Bank  notes,  or  notes  discounted  or 
negotiated  by  any  bank  are  not  taxable,  under  a  proviso  to  the,  act  im- 
posing a  tax  on  personal  property,  nor  are  promissory  fotes  ^"^e" 
current  indebtedness,  nor  merchandise  notes.    Individuals  ownmg  obh-  ■ 
gations  of  domestic  corporations  are  not  r«imred  to  '"eturj  them  for 
Taxation  to  tiie  local  assessor,  as  that  would  result  in  double  taxation 
■      One  of  the  difficulties  in'  the  collection  of  .tins  tax  on  corporate 
loans  S  the  locating  of  the  owner  of  the  obligations    The  coupons  of 
miTeliSered  coupon  bonds  are  usually  deposited  with  banks,  and  pass  . 
SJm^e  institation  to  another  until  finally  presented  to  the  bank  or 
SSSt  ^mplny  where  they  are  payable.    Rarely  is  the  coupon  Presented 
the^Jl  owner,  yet  the  treasurer  of  the  corporation  is  expected  to 
S^ver  tiie  whereabouts  of  the  bondholder,    the  corporation  is  not 
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liable  for  the  tax  if  it  fails  to  find  the  owner  but  it  must  satisfy  tije 
taxing  officials  that  it  has  exercised  reasonable  dihg«ice  m  effo^ 
to  Scate  him    A  compromise  is  sometimes  made  by  the  tax  officers  by 

SaJJ^erbS  penalised  for  its  faUure  to  obtam  mformat, on  that 

"""'in^l^/dXi;;  elsewhere  referred  »•  '^P'^^SoSS^ni^'.S 

Srer.o«e°rS^fr^^^^ 

the  J""!d;ction  ^j^^^        corporations  to  be 

7.   Bank  Stock.  .^^TT  ZZ\u:,\  act  taxing  the  dividends  of  banks 
taxed  in  Pennsylvania,  g^^f  *Son  has  undergone  m«iy 

^  ^'''tL  act  of  1897  under  which  banks  are  now  taxed  provtdj^ 
dian^es.  The  act  ot  ^o^'^  ."""f^^"^^.        .hares  such  value  to  be 

shares.  .  .t.    „*.e  of  10  mills  on  the  par 

|»d  one-half  times  'ts  -Pf^^al  stock.^^^^^^^^^^ 

$100,000,  surplus  of  $100'""% the  actual  value  of  its  shares,  or  10 

eithfer  the  4-mill  tax  on  $250,000,  the  actual^  va^  ^^^^ 

mills  on  the  par  value,  of  its  c^tal  «^(Joo"*^i;S^$55o,oOO  of  surplus 
$1,000.  But  a  bank  having  a  capital  of  g^sj^-rj^x  whereas  it  would 
Ind  undivided  profits  pays  $2,000  'f  ^er  f  e  lO^mm  ^^^^^  ^^^^  .. 

pMs 'iTor  ^ef-  M^^^^^^^ 
local  taxation,  except         /heir  real  estate^d^are 
make  a  personal  property  return  o  the  local  g^^ors  ^y^^ 
to  pay  this  tax  either  by /aW^e  ^omi^^^^^^ 

bv  collecting  it  from  the  5?°^°^  banks  cannot  be  taxed  m 

followed.    The  shares  of  sto^  of  national  ba^^^^         National  banks 

the  hands  of  holders  C;Soyer  tr^5oy.r  113J^^  fate  as  state  banks, 
are  taxed  in  the  same  majmy  ^nd  a^  the  same  ^^^^^^^  ^ 

The  tax  on  bank  stock  is,  "?  ettect,  a  i  Commonwealth 
of  the  stockholder,  the  ^ardc  acting  as  tl^e  a  ^^^^ 

iSro'SruS^^'ow^^^^^^^^^       corporate  stock,  or  of  bonds 
any  exemption  on  account  o  Pennsylvania. 

%rivif  bankeJs  pay  a  tax  of  10  milk  on  their  gross  receipts. 
(1)  Hause:   Sixth  NaUonal  Tax  Conference,  p.  14». 
<>)  Ibid. 
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Building  and  loan  associations  are  taxed  at  the  rate  of  4  mills  on 
their  full-paid,  prepaid,  and  matured  or  partly  matured  stock,  upon  which 
cash  dividends  or  interest  is  paid,  the  tax  to  be  deducted  from  such  divi* 
dends  or  interest 

Trust  companies,  title  insurance,  and  safe  deposit  companies  pay 
a  tax  of  5  mills  upon  the  value  of  their  shares  of  stodk,  based  upon 
paid-up  capital,  surplus,  and  undivided  profits. 

Payment  of  the  tax  on  or  before  March  first  exempts  from  further 
tax,  except  upon  real  estate.  These  companies  are  also  exempted  from 
taxation  on  so  much  of  their  capital,  surplus,  and  profits  as  is  invested 
in  the  stock  of  corporations  liable  to  the  capital  stock  tax. 

Prior  to  1907  trust  companies  were  taxed  like  other  corporations  at 
the  rate  of  5  mills  on  the  average  price  at  whidi  tiie  $tock  sold  during 
the  year,  or  on  the  value  as  shown  by  net  earnings  or  dividends.  Banks 
pay  4  mills  on  tiheir  capital,  surplus  and  profits.  The  stock  of  some  of 
the  larger  trust  companies  sold  for  several  hundred  dollars  a  share  more 
than  its  book  value.  This  was  regarded  by  the  trust  companies  as  un- 
fairly discriminatory  and  they  succeeded  in  having  the  law  changed. 
Inasmuch,  however,  as  trust  companies  for  the  most  part  do  a  banking 
business  in  addition  to  their  fiduciary  and  cognate  activities,  there  does 
not  seem  any  valid  reason  for  taxing  them  on  a  different  basis  from 

commercial  banks. 

From  the  foregoing  smnmary  and  tiie  accompanying  tables  it  appears 
that  the  several  kinds  of  taxes  upon  corporations  yield  the  bulk,  approxi- 
mately 70  per  cent  of  the  revenues  of  the  state.  It  is  further  evident 
that  the  sub-classification  of*  corporations  and  business  with  varying 
bases  and  rates  of  taxation  which  have  been  evolved  leave  the  layman 
and,  doubtless,  the  taxpayer  also,  entirely  at  sea  as  to  the  relative  burden 
of  taxation  which  each  of  these  several  classes  bears.  It  is  small  wonder 
that  the  tax  commission  of  1887  proposed  a  sit^le  tax  on  corporations 
as  a  substitute  for  the  various  corporation  taxes  thai  existing* 

Receipts  From  and  Through  Counties 

1,  Personal  Property  Tax  (')  All  personal  property  of  the  classes 
enumerated  in  the  statute,  including  mortgages,  notes,  bonds,  judgments, 
public  loans,  corporate  bonds,  interest-bearing  accounts,  etc.,  are  sub- 
ject to  taxation  at  the  rate  of  4  mills.  The  tax  is  assessed  and  collected 
by  county  ofl&ciads,  and  paid  to  the  county  treasurer,  who  .prior  to  1913 
paid  it  into  the  State  Treasury.  That  act  made  the  tax  on  personal 
property  a  county  instead  of  a  state  tax,  the  entire  reedpts  accruing 
to  tiie  former. 

Originally  the  entire  revenue  from  the  personal  property  tax  went 
to  the  State,  but  an  act  of  1891  provided  that  for  the  year  1892  and 
annually  thereafter,  three-fourths  of  the  net  amount  of  the  tax  should 
be  returned  to  the  counties  for  their  own  use  in  payment  of  the  expense 
incurred  in  the  assessment  and  collection  of  the  tax.  According  to  East* 
man,  the  practice  of  returning  a  part  of  the  state  tax  on  personal  prop- 
erly to  the  counties  grew  out  of  the  confusion,  expense  and  labor  devolv- 
ing upon  the  Board  of  Revenue  Commissioners  who  had  charge  of  it. 
When  the  State  retained  the  entire  tax  it  paid  the  expenses  of  collection 
to  the  counties  collecting  it,  remitted  uncollectible  taxes,  paid  the  ex- 
pense of  keeping  the  daily  records  of  deeds,  judgments,  mortgages,  etc. 
In  order  to  be  relieved  of  this  drudgery  and  expense,  the  Board  recom- 
mended that  in  lieu  of  all  payments  and  credits  to  the  counties,  a  fixed 
proportion  of  the  tax  should  be  returned  to  the  counties  which  should 
assume  the  expenses  of  every  kind  connected .  with  tihe  tax.  In  keeping 
with  this  recommendation  the  Act  of  1889  in-ovided  that  one-tiiird  of  the 
tax  should  be  so  returned.  "In  1891,  when  there  appeared  to  be  great 
danger  of  the  passage  of  the  'Granger'  revenue  bill  then  pending,  it  was 
agreed,  as  a  sop  to  Cerberus,  to  increase  the  proportion  to  be  returned 
to  three-fourths,  which  was  done.  The  one-third  granted  by  the  act  of 
1889  was  given  in  commutation  of  payments  theretofore  made,  but  the 

O  Since  1913  this  tax  has  been  exclusively  a  <N>unty  tax. 
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difference  between  one-third  and  three-fourths,  given  by  the  act  of  1^1, 
was  a  donation.  It  will  probably  be  impossible  for  the  Commonwealth 
ever  to  discontinue  this  donation*  and  reassume  its  own  no  matter  how 
badly  it  may  need  revenue."* 

The  act  of  1913  making  this  tax  a  county  and  not  a  state  tax  fulfills 
this  prediction. 

Since  1907  the  annual  receipts  from  the  personal  property  tax  have 
exceeded  $4,000,000,  and  in  1913,  the  latest  year  for  wfaidi  data  are  avail- 
able, the  receipts  amounted  to  $5,312,176. 

A  more  detailed  consideration  of  the  personal  property  tax,  recom- 
mending its  abolition  and  the  substitution  of  a  graduated  income  tax  will 
be  found  dsewhere  in  this  Report. 

2.  Tax  on  Writs,  Wills,  Deeds,  etc.  This  is  one  of  the  oldest 
methods  of  taxation  in  the  State,  dating  back  to  1830,  since  which  time 
few  changes  have  been  made  in  the  law.  The  law  provides  that  pro- 
thonotaries  shall  demand  and  receive  fifty  cents  on  all  original  writs 
issued,  except  the  writs  of  habeas  corpus,  and  on  the  entry  of  every 
amicable  action;  fifty  cents  on  all  writs  of  certiorari  issued  to  remove 
the  proceedings  of  a  justice  of  the  peace  or  alderman;  fifteen  caits  on 
every  entry  of  a  judgment^  when  stiit  has  not  previously  been  com- 
menced; and  twen^-five  cents  on  every  transcript  of  a  judgment  of  a 
justice  of  the  peace  or  alderman. 

Recorders  of  deeds  collect  fifty  cents  for  eyery  deed,  mortgage,  or 
other  instrument  in  writing  to  be  recorded. 

Registers  of  wills  collect  fifty  cents  for  the  probate  of  a  will  and 
letters  testamentary,  and  fifty  cents  for  granting  letters  of  adminis- 
tration. 

A  state  tax  of  $10  is  levied  on  the  commissions  of  inferior  officers  of 
cities  and  counties,  such  as  sheriffs,  clerks  of  courts,  healdi  officers,  etc 

All  county  officers  are  required  to  make  mondily  rdums  and  to 
pay  over  monthly  to  the  State  Treasurer  all  fees  received.  -  A  eommis- 
sion  of  three  per  cent  is  adlowed  for  these  collections. 

3.  Collateral  Inheritance  Tax.  In  1826  a  law  was  passed  taxing 
collateral  inheritances  in  this  state,  which  was  the  first  to  levy  such  a 
tax.  The  policy  of  taxing  inheritances  thus  established  has  spread  to 
most  of  the  states  and  in  many  of  them  has  been  extended  to  direct  as 
well  as  collateral  inheritances.  The  act  now  in  force  was  passed  in  1887, 
and  amended  in  1905.  It  provides  for  a  tax  of  5  per  cent  on  estates 
of  decedents,  whether  the  decedent  be  domiciled  within  or  out  of  Hm 
State,  and  upon  estates  situated  in  anotiier  state  when  the  decedent  had 
his  domicile  in  this  State,  except  such  as  passes  to  father,  mother,  hus- 
band, wife,  children  and  lineal  descendants  bom  in  lawful  wedlock, 
children  of  a  former  husband  or  wife,  or  the  wife  of  a  son  of  the  de- 
cedent. By  the  act  of  1911  an  estate  bequeathed  to  adopted  children 
is  not  subject  to  the  tax,  Estates  valued  at  less  than  $250  are  not  sub- 
ject to  the  tax. 

Collateral  inheritance  taxes  are  collected  by  the  register  of  wills  in 
each  county  who  acts  as  the  agent  of  the  Commonwealth.  He  appoints 
an  appraiser  when  necessary  to  determine  the  value  of  the  estate  subject 
to  the  tax.  The  appraiser's  compensation  is  fixed  at  ^  a  day  and  neces* 
sary  traveling  expenses,  but  where  expert  or  technical  appraisers  are 
necessary  proper  additional  compensation  is  allowed.  For  his  services 
in  collectiiv  tiie  tax  tiie  register  of  wills  is  allowed  a  commission  of  5 
per  cent  upon  the  amoiint  collected,  if  such  tax  is  less  than  $200,000  in 
any  year;  4  per  cent  if  the  amount  is  more  than  $200,000  and  less  than 
$300,000;  and  3  per  cent  if  the  tax  collected  exceeds  $300,000. 

In  1897  Pennsylvania  enacted  a  direct  inheritance  tax  exempting 
estates  of  $5,000  in  value,  but  this  law  was  declared  unconstitutional  by 
the  Supreme  Court  {Cope's  Estate,  191  Pa.),  as  being  in  violation  of 
the  Constitutional  provision  (Art  9,  Sec*  1),  declaring  that  all  taxes 
shall  be  uniform  upon  the  sam?  dass  o^  subjects.    Since  this  decision 

(^)  Kastman.  p.  162. 
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no  further  effort  has  been  made  to  establish  a  tax  on  direct  inheritances. 
Your  Committee  is  of  the  opinion  that  efforts  should  now  be  made  to 
amend  the  Constitution  and  secure  the  necessary  legislation  to  provide 
for  a  graduated  inheritance  tax.  (For  a  more  complete  discussion  of 
this  question,  see  p.  49.)  . 

4.  Corporate  Loans  Tax.  All  scrip,  bonds,  or  certificates  of  in- 
debtedness issued  by  any  private  corporation,  domes];^c  or  foreign,  doing 
business  in  this  State,  and  all  scrip,  bonds,  or  certificates  of  indebtedness 
issued  by  any  county,  city,  borough,  town,  township,  school  district,  or 
incorporated  district,  which  are  held  by  residents  of  Pennsylvania,  and 
are  not  exempt  from  taxation,  are  taxable  annually  for  state  purposes 
at  tlie  rate  of  4  mills  on  each  dollar  of  their  nominal  value. 

The  following  obligations  are  not  taxable:  (a)  bank  notes,  or  notes 
discounted  or  negotiated  by  any  bank,  trust  company,  or  savings  institu- 
tion ;  (b)  building  and  loan  associations,  or  savings  institutions  having 
no  capital  stock;  (c)  fire  companies,  firemen's  relief  associations,  life 
or  fire  insurance  corporations  having  no  capital  stock,  labor  unions  and 
associations,  and  relief  organizations  paying  sick  or  death  benefits;  (d) 
securities  owned  in  their  own  right  by  corporations,  limited  partnerships 
and  joint  stock  associations  liable  to  the  capital  stock  tax.  None  of  the 
classes  of  property  made  taxable  for  state  purposes  under  the  corporate 
loans  tax  shall  be  taxed  for  county,  school,  or  other  local  purposes. 

As  shown  by  the  foregoing,  corporate  loans  are  of  two  classes:  (a) 
county  and  municipal  loans;  (b)  loans  of  private  corporations.  County 
and  municipal  loans  were  the  first  to  be  segregated  from  the  classes  of 
property  subject  to  the  general  state  tax  on  personal  property  by  an 
act  passed  in  1844  and  amended  in  1864.  This  latter  act  made  tite  loans 
of  private  corporations  a  separate  subject  of  taxation. 

The  tax  on  corporate  and  municipal  loans  has  been  held  to  be  identi- 
cal in  character,  though  collected  in  a  diflFerent  way,  with  the  state  tax 
on  personal  property.  This  latter  tax,  however,  has  since  1913  been  a 
county  and  not  a  state  tax.  The  tax  both  on  private  corporations  and 
municipal  loans  is  collected  at  the  source.  The  treasurer  of  a  private 
corporation  is  required  to  deduct  the  amount  of  the  tax  from  the  interest 
due  'holders  of  its  obligations,  and  to  pay  it  into  the  State  Treasury, 
For  this  collection  service  he  receives  a  commission  of  5  per  cent  on 
collections  up  to  $1,000,  one  per  cent  on  collections  between  $1,000  and 
$2,000,  and  one-half  of  one  per  cent  above  $2,000.  If  he  fails  to  assess 
and  pay  the  tax,  the  Auditor  General  and  State  Treasurer  are  authorized 
to  add  to  the  amount  of  the  tax  s^ed  against  the  corporation  a  penalty 
of  10  per  cent 

Likewise  the  treasurers  of  counties,  cities,  and  other  local  govern- 
ments are  required  to  deduct  the  tax  from  the  interest  due  on  their 
obUgataonSy  but  they  receive  no  commission  for  this  service. 

A  more  extended  disctission  of  this  tax  will  be  found  elsewhere  in 
this  Report. 

5.  Notary  Public  Commissions,  The  act  of  1875  authorizes  the 
Governor  to  appoint  as  many  notaries  public  as  in  his  judgment  the  in- 
terest of  the  public  requires.  Each  appointee  is  required  to  pay  $25  into 
the  State  Treasury  before  receiving  his  commission. 

l^lier  laws  provided  for  the  pasrment  of  money  into  the  State 
Treasury  by  state  officers,  agents  and  employees  receiving  fees,  dis- 
tinguishing between  those  collected  for  their  own  use  and  those  collected 
for  the  Commonwealth,  but  under  the  acts  of  1905  and  1906,  all  state 
ofliicials  are  required  to  pay  into  the  State  Treasury  all  fees,  percentages 
and  commissions. 

6.  Receipts  From  Licenses,  Licenses  are  among  the  oldest  sources 
of  state  revenue,  and  at  the  present  time  yield  in  the  aggregate  a  consid- 
erable revenue. 
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(A    MinCANTIXiE  LICENSES 

Mercantile  taxes  date  back  to  1821  when  a  law  was  passed  requiigbg 
dealers  in  imported  merchandise  and  in  liquors  to  take  out  the  proper 
city  or  county  license.  The  mercantile  license  tax  is  essentially  a  tax 
upon  business,  upon  wholesale  and  retail  venders,  rather  than  a  license 
tax.  Wholesalers  are  required  to  pay  for  state  purposes  an  annual  tax 
of  $3  plus  one-half  mill  on  each  dollar  of  the  gross  volume  of  business 
transacted;  retailers  pay  $2  and  one  mill.  Venders  of  goods  at  any 
exchange  board  of  trade  pay  an  annual  tax  of  25  cents  on  each  $1,000 
worth  of  goods,  gross,  sold  during  the  year.  Venders  whose  sales  do 
not  exceed  $1,000  or  feme  sole  traders  or  single  women  whose  sales  do 
not  exceed  $2,500,  and  persons  selling  articles  of  thdr  own  growtii,  arc 
exempt  from  the  payment  of  tiie  tax. 

Mercantile  appraisers  are  appointed  by  the  county  commissioners, 
except  in  Philadelphia  where  the  Auditor  General  and  the  city  treasurer 
appoint  five  appraisers.  They  distribute  blanks  prepared  by  the  Auditor 
General  to  all  venders  assessable,  and  require  each  vender  to  make  a 
return  under  oath  or  affirmation  of  the  amount  of  goods  sold  during 
the  year.  If  dissatisfied  with  the  return,  the  appraiser  may  assess  the 
tax  at  such  sum  as  he  shall  deem  proper.  The  vender  has 'the  right  to 
appeal  to  the  county  treasurer  and  the  mercantile  appraiser,  or  to  the 
board  of  mercantile  appraisers  where  such  board  exists.^ 

The  appraiser  receives  a  fee  of  50  cmts  for  eadi  license  issued  and 
6  cents  a  mile  for  necessary  traveling  expenses. 

The  county  commissioners  are  required  to  publish  in  not  less  than 
two  or  more  Aan  three  newspapers  of  general  circulation,  one  of  which 
shall  represent  the  minority  party  (one  may  be  a  German  or  Welsh 
paper),  the  list  of  persons  subject  to  the  tax  and  the  amount  assessed. 
The  amount  paid  for  advertising  these  lists  must  not  exceed  10  per  cent 
of  the  amount  of  mercantile  tax  received. 

After  the  lists  are  published,  the  constable  of  each  ward,  district, 
or  township  compares  them  and  reports  to  -flic  county  treasurer  all  omis- 
sions found,  for  which  service  he  receives  a  fee  of  fifty  cents  for  eaxA 
omission  r^rted. 

The  county  treasurer  reeevies  as  collecting  agent  a  commission  of 
5  per  cent  when  the  whole  sum  paid  into  the  state  treasury  does  not 
exceed  $1,000;  one  per  cent  on  the  excess  above  $1,000;  one-half  of  one 
per  c^nt  above  $2,000.  He  may  also  collect  25  cents  on  each  license  for 
making  out,  registering  and  delivering  the  license. 

For  years  wholesale  and  retail  merchants  have  protested  against  this 
tax,  the  chief  contentions  being;  (a)  that  as  a  tax  on  gross  sales  raflier 
than  on  profit,  it  bears  heavily  upon  those  who  do  a  large  volume  of 
business  in  staple  articles  upon  a  narrow  margin  of  profit;  and  (b)  that 
under  flie  system  of  piling  fee  upon  fee  and  advertisii^  the  lists,  it  is 
too  expensive  to  collect  (in  recent  jrears  about  10  per  cent). 

The  tax  has  been  defended  on  the  following  grounds : 

(a)  It  bears  equally  upon  all  competing  merchants,  and  it  can  easily 
be  allowed  for  as  an  item  of  expense  of  the  business,  and  be  passed  on 
to  the  consumer  in  the  selling  price. 

(b)  As  now  laid  the  tax  can  be  ascertained  easily  and  accurately. 
If  laid  upon  profit  the  same  difficulty  in  reaching  an  accurate  estin^ 
would  obtain,  and  it  would  necessitate  far  more  inquisition  than  Ac 

present  method.  ^       ,  .     .    .    .  • 

(c)  Busmess  has  become  adjusted  to  the  tax,  and  private  busmess 
should  in  fairness  bear  part  of  the  burden  of  government,  when  corpora- 
tions have  to  bear  so  much  heavier  burdens  in  the  way  of  capital  stock 
tax,  and  public  service  corporations  bear  in  addition  a  tax  of  8  mills 
on  'their  gross  receipts,  which  is  also  a  tax  upon  privilege  laid  in_  the 
same  way.  (A  closer  analogy  would  be  with  manufacturing  corporations. 
If  they  are  taxed  as  suggested  elsewhere,  some  of  the  weight  of  the  ob- 
jection to  the  tax  on  merchants  would  be  removed.) 

(d)  Money  which  is  active  in  business  and  m  is  being  constantly 
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turned  over  is  a  specially  fit  subject  for  taxation.  If  the  money  of 
the  merchants  be  not  taxed  a  large  amount  will  escape  its  share  of  the 
public  burden. 

While  recognizing  the  validity  of  some  of  these  arguments,  your 
Committee  is  of  the  opinion  that  the  mercantile  license  tax  should  be 
abolished:  (a)  because  the  involved  fee  system  connected  with  it  makes 
it  objectionable;  (b)  because  its  collection  is  too  expensive;  (c)  because 
the  graduated  income  tax  elsewhere  proposed  will  more  fairly  reach  the 
ability  to  pay  of  those  engaged  in  merchandising,  a  business  which  as  a 
business  should  be  as  free  as  possible  from  unnecessary  burdens  and 
restraint;  and  (d)  because  this  tax  is  shifted  to  the  consumer  who 
thereby  makes  no  conscious  contribution  to  government.  An  income  tax 
will  more  eflEectively  and  fairly  reach  the  consumer. 


(B)    LIQUOR  LICENSES 

(a)  Retail.  Licenses  fcMT  the  sale  of  spirituous,  malt  or  brewed 
liquors  are  rated  undar  the  act  of  1891,  as  follows :  Cities  of  first  and 
second  class,  $1,000;  cities  of  the  third  class,  $500;  all  other  cities,  $300  ; 
boroughs,  $150;  townships,  $75.  From  the  passage  of  the  act  of  1891 
to  that  of  1897,  all  retail  liquor  licenses  were  collected  for  the  use  of  the 
locadities  only,  the  Commonwealth  receiving  no  share.*  The  act  of 
1897  provided  that  an  additional  license  fee,  for  the  use  of  the  Common- 
wealth, be  paid  by  all  retail  liquor  dealers  as  follows :  Cities  of  the  first 
and  second  class,  $100;  cities  of  the  third  class,  $50;  all  other  cities,  $5U; 
boroughs,  $50;  townships,  $25.  . 

Elsewhere  it  is  recommended  that  the  extra  $100  rrtail  liquor  license 
tax  in  cities  of  the  second  class  which  now  goes  to  the  State  should  mure 

to  the  city.  ...  .  u  . 

(b)  Wholesale.  Wholesale  dealers  in  vinous,  spirituous,  malt  or 
brewed  liquors,  or  any  admixture  thereof,  pay  for  the  use  of  the  State, 
the  following  annual  license  fees:  Cities  of  the  first  and  second  class, 
$1000;  cities  of  the  third  class  and  other  cities,  $500;  boroughs,  $200; 
townships,  $100.  The  proceeds  of  all  wholesale  liquor  hcenses  are  paid 
into  the  State  Treasury  for  the  exclusive  use  of  Oie  Commonwealth. 
Both  retail  and  wholesale  liquor  licenses  are  issued  by  the  Court  ot 
Quarter  Sessions  of  eadi  county.  For  several  years  the  total  amount  of 
retail  liquor  license  taxes  paid  into  the  State  Treasury  has  averaged  over 
$600,000  a  year,  and  wholesale  over  $700,000  a  year. 

(c)  Brewers  and  Distillers.  The  amount  of  license  fees  paid  m 
for  the  use  of  the  Commonwealth  is  determined  by  the  quantity  produced 
in  the  preceding  year,  and  varies  from  $250  to  $6,000  for  brewers,  and 
from  $100  to  $2,000  for  distillers.  New  breweries  and  distilleries  pay 
a  license  fee  of  $1,000  for  the  first  year.  .  Brewers  hcenses  are  issued 

by  the  State  Treasurer.  i        i  4.„^ 

•  Brewing  and  distilling  companies  also  pay  a  capital  Stock  tax  ot 
one  per  cent,  a  bonus  on  their  charters  of  one-third  of  one  per  cent,  and 
a  tax  on  their  corporate  loans  of  4  mills.  ^  uv  u 

(d)  Bottlers.  The  act  of  1897  provides  that  each  bottling  establish- 
ment shall  pay  an  annual  license  fee,  graded  according  to  location  in  a 
city,  borough,  or  township,  as  follows:  Class  1,  m  first  class  "ti«  $500, 
class  2,  in  second  class  cities,  $500;  class  3,  in  other  cities,  $350;  class 
4,  in  boroughs,  $250;  class  5,  in  townships,  $125. 


(C)    OTHEIR  UCBNflBffl 

Billutrds,  Pool,  Htc.  Persons  maintaining  billiard  or  pool  tables 
and  bowling  alleys  are  required  to  pay  hcenses  as  fo  ows :  $JU  tor  the 
first  table  or  alley;  $10  for  each  additional  table  or  alley.  The  mercan- 
tile appraisers  are  required  to  report  to  the  county  treasurer  the  names 

(')  Compendium  and  Brief  History  of  Taxation,  p.  81. 
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of  persons  keeping  such  tables.   In  1913,  Ihe  tota|l  fwenue  from  these 

licenses  amounted  to  $124,395.  .  •  mic 

Employment  Offices  or  Agents,  under  a  law  passed  in  IVlb,  pay  a 
license  fee  of  $50,  and  must  file  with  the  Commissioner  of  Labor  and 
Industry  a  schedule  of  fees  to  be  charged. 

Other  Licenses  include  stock,  bill,  exchange,  merchandise,  and  real 
estate  brokers,  and  auctioneers,  who  pay  3  per  cent  upon  their  annual 
receipts;  peddlers  and  hawkers  to  whom" many  special  acts  for  different 
localities  apply;  license  for  theatres,  circuses,  etc.,  which  pay  an  amiual 
fee  of  $1,000 ;  restaurants  and  eating  houses  which  pay  fees  .varjmig  tnwi 
$5  to  $20 ;  etc.,  etc. 

7.  Anthracite  Coal  Tax.  Under  a  law  passed  in  1913,  which  was 
declared  unconstitutional  and  reenacted  in  1915,  the  state  levies  a  tax 
upon  anthracite  coal  at  the  rate  of  2j4  per  cent  of  the  value  when  pre- 
pared for  market  One-half  of  the  proceeds  of  this  tax  is  set  aside  per- 
manently in  a  fund  to  be  used  for  the  construction  and  repair  of  the 
state  highways;  the  other  half  is  paid  to  the  treasurers  of  the  several 
counties  from  which  the  tax  was  received  in  proportion  to  the  amount 
of  the  tax  so  collected  from  these  counties.  The  county  treasurers  in 
turn  distribute  these  receipts  to  the  several  cities,  boroughs  and  to^yn- 
ships  where  the  coal  is  mined  or  washed,  prorata  according  to  population 
by  the  last  preceding  Federal  census.  .  ,  « 

8.  Stock  Transfer  Tax.  By  an  act  passed  m  1915  a  tax  of  Z  coits 
on  each  $100  of  the  face  value  is  imposed  on  all  transfers  of  shares  or 
certificates  of  stock.  In  cases  where  certificates  are  issued  wittiout 
designated  monetary  vahie  the  tax  is  at  the  rate  of  2  cents  on  each  share. 
This  tax  is  in  the  form  of  stamps  which  are  prepared  by  the  Auditor 
General,  and  which  must  be  affixed  by  every  person  selling  or  transferring 
stock  certificates,  under  a  penalty  of  a  fine  of  $500  to  $1,000,  or  impris- 
(Himent  for  a  term  not  exceeding  six  months,  or  both. 

9.  Miscellaneous  Receipts.  The  state  receives  revenue  from  a  great 
variety  of  miscellaneous  taxes  and  licenses  other  than  toose  alx)ve  noted. 
Some  of  these  yield  a  considerable  annual  revenue,  but  most  of  them  are 
of  little  importimce  as  revenue  producers.  Among  the  latter  are  escheats, 
fines,  fishing  Ucense£s,  oleomargarine  and  renovated  butter  licenses,  cold 
storage  licenses,  tax  on  sale  of  fertilizers,  dairy  inspection  fees,  cup  vend- 
ing sales,  stallion  license,  tax  on  bankers'  gross  receipts,  and  on  notarial 
gross  receipts,  etc.,  etc.  •  r  -n 

Fees  of  state  officers,  such  as  clerks  of  courts,  registers  of  wills, 
recorders  of  deeds,  etc.,  who  are  required  to  pay  into  the  state  tr«isury 
part  of  their  fees,  amounted  in  1913  to  $364,492.  Hunters'  hcenses  yielded 
$164,298;  oleomargarine  licenses,  $134,735. 

The  receipts  from  automobile  licenses  yielded  a  total  of  $840,916. 
With  the  rapid  increase  in  the  use  of  automobiles  the  revenue  from  this 
source  has,  doubtless,  greatly  increased  and  will  continue  to  increase.^ 

Your  Committee  recommends  that  the  license  for  aU  motor  vehicles 
be  increased  50  per  cent,  and  that  the  receipts  be  distributed  30  per  cent 
to  the  cities,  boroughs  or  townsh^;  40  per  cent  to  the  State,  and  3U 
per  cmt  to  the  counties.  - 

APPENDIX  C 
LOCAL  TAXATION 

Subjects  of  Taxation-^unty 

Under  exuting  statutes  the  present  subjects  of  county  taxation 

include :  ,     ,    i        r  j 

1'  Real  estate,  embracing  specifically  "houses,  lands,  lots  of  ground 
and  ground  rents,  mills  and  manufactories  of  all  kinds,  furnaces,  forges, 
bloomeries,  distiUeries,  sugar  houses,  malt  houses,  breweries,  tan-yards. 
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fisheries  and  ferries,-  wharves,  and  all  other  real  estate  not  ex- 
empt ♦  ♦  ♦  ^  ^ 

2.  Horses,  mares,  geldings,  mules  and  neat  cattle  over  the  age  of 
four  years. 

3.  All  "salaries  and  emoluments  of  office,  all  offices  and  posts  of 
profit,  professions,  all  single  freemen  over  the  age  of  twenty-one  years 
who  shall  not  follow  any  occupation  or  calling,  and  all  trades  and  occu-: 
pations,  except  the  occupation  of  farmer."  t 

4.  Personal  Property,  Under  this  heading  the  assessment  blanks 
used  by  the  Board  for  the  Assessment  and  Revision  of  Taxes  enumerate 
the  following  items: 

A.  All  mortgages,  except  those  i$sued  by  Pennsylvania  corporations 
whether  they  bear  interest  or  not 

B.  Judgments,  whether  held  within  or  *  without  the  State,  and 
whether  interest  bearing  or  not. 

C.  Promissory  notes,  whether  given  by  residents  or  non-residents 
of  the  State,  and  whether  they  bear  interest  or  not. 

D.  Bonds  and  stocks,  estimated  at  market  value  on^  January  1: 
(a)  Bonds  issued  by  individuals,  firms  or  corporations  outside  of  Penn- 
sylvania, or  by  individuals  or  firms  in  Pennsylvania,  not  including  bcmds 
of  Pennsylvania  corporations;  (b)  State,  county  and  municipal  bonds 
and  those  of  foreign  countries,  except  bonds  of  the  United  States,  Penn- 
sylvania or  any  of  its  sub-divisions;  (c)  car  trust  securities,  except  those 
issued  by  Pennsylvania  corporations;  (d)  shares  of  stock  of  all  foreign 
corporations,  except  national  bank  stock. 

E.  Shares  of  stock  and  bonds  of  corporations  chartered  by  the 
courts. 

F.  Moneys  in  bank  bearing  interest,  including  certificates  of  de- 
posit or  pass  books  issued  by  national,  state,  or  private  banks,  trust  com- 
panies, or  banking  institutions.       -  *     -  • 

G.  Accounts  bearing  interest  and  articles  of  agreement  bearmg  m- 
terest  includmg  those  for  the  sale  of  land  either  inside  or  outside  ol 
Pennsylvania. 

H.  Annuities  over  $200,  except  those  granted  by  the  United  States. 
(This  means  the  amount  which,  if  invested  according  to  the  established 
annuity  tables,  will  produce  the  annuity  owned  by  the  taxable  subject.) 

I.  Other  forms  of  security  or  evidence  of  indebtedness  not  included 

in  the  above. 

J,    Traction  engines,  whether  for  hire  or  not. 

K  Vehicles  used  for  transporting  passengers  for  hire,  except  steam 
and  street  passenger  railway  cars.  (Return  of  this  taxable  is  required 
of  corporations  as  well  as  individuals.) 

Every  person  twenty-one  years  old  and  upward,  and  every  firm,  un- 
incorporated association,  or  corporation  not  specifically  exempted,  resi- 
dent, domiciled,  or  doing  business  witiiin  the  State,  owning  or  holding 
any  property  of  the  classes  enumerated  as  taxable  personal  properftr,  is 
required  to  make  eadi  year  a  return  under  oath  oi  the  value  of  such 
property. 

**Failure  of  a  taxable  to  make  a  returiT  will  cause  an  estimated 
return  to  be  made  by  the  assessor,  to  which  50  per  cent  penalty  will 
be  added,  and  this  will  form  the  basis  of  taxation,  unless  appe^ 
is  made  to  the  Board  within  ten  days  of  the  date  of  notice  of  such 
assessment." 

The  making  of  a  false  or  fraudulent  return  is  wilUuI  and  corrupt 
perjury,  and  is  subject  to  a  fine  of  $500,  imprisonment  not  exceeding 
seven  years,  and  the  pCTpettial  disqualification  of  Ac  p^son  nmkmg  the 
same  from  being  a  witness. 

Should  an  assessor  agree  with  any  taxable  subject,  that  upon  the 
failure  of  sudi  person  to  make  the  required  return  he  will  return  a  less 
amount  of  property  tiban  should  have  been  returned*  such  person  entering 
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into  such  agreement  shaU  be  guilty  of  conspiracyp  and  be  snt^ect  to  a 
fine  of  $1,000  and  miprisonment  for  three  years.  ^  ,  , 

Elsewhere  in  this  Report  your  Committee  has  recommended  the 
abolition  of  the  personal  property  tax  and  the  substitution  of  a  graduated 
income  tax  administered  by  the  State. 

ExemptiMxas 

The  law  providing  for  taxa^  for  county  purposes  specifically  ex- 
empts the  following:  .     ,  , 

(1)  Bank  notes,  or  notes  discounted  or  negotiated  by  any  mcor- 
porated  bank  or  banking  institution,  savings  institution,  or  trust  company. 

(2)  Building  and  loan  associations,  or  saving  institutions  without 
capital  stock.  This  does  not  exempt  individual  depositors  in  non-stock 
savings  banks  from  taxation  to  which  they  may  be  subject 

(3)  Fire  companies,  firemen's  relief  associations,  life  and  fire  insur- 
ance compamies  having  no  capi^  stock,  secret  and  beneficial  societies, 
labor  unions  and  labor  relief  associations,  and  all  beneficial  organizations 
payst^  sick  or  dfiatii  bm^ts  <Hit  of  voluntary  contributions  or  assess- 
ments. - 

(4)  Securities  owned  by  corporations,  limited  partnerships,  and 
joint  stock  associations  liable  to  the  state  tax  on  capital  stock,  except 
such  securities  as  are  held  in  any  other  manner  than  for  the  whole  body 
of  stockholders  or  members. 

None  of  the  classes  of  property  thus  taxable  for  county  purposes  are 
taxable  for  any  otlier  local  purpose  or  for  state  purposes. 

The  annual  county  tax  b  limited  to  I  per  cent  of  the  adjusted  ,vahaa- 
tion  of  the  prop^tr  taoudde. 

Koad  Tax 

The  county  commissioners  are  aufiiorized  to  levy  and  collect  an 
annual  tax  of  not  more  ^an  2  txdUs  upon  all  real  and  perscm^  property 
taxable  for  county  purposes  to  provide  a  fund  for  the  construction,  main- 
tenance and  improvement  of  roads,  under  the  Act  of  1911.  The  money 
collected  from  the  road  tax  cannot  be  used  for  any  other  purpose. 

County  commissoners  may  also  assess  and  collect  "an  annual  tax  of 
not  more  than  2  mills  on  the  dollar  on  all  real  and  personal  property, 
made  taxable  for  county  purposes  by  this  article  for  the  purpose  of 
securing  a  fund  from  which  to  pay  all  costs,  damages  and  expenses 
required  in  the  locating,  opening,  constructing,  maintaining  and  repairing 
public  highways,  bridges  or  tunnels*"  under  the  provisions  of  me  road 
tax  act   (Act  of  1911.) 

Poor  Tax 

In  any  county  constituted  a  poor  district  under  the  Act  of  1879  the 
commissioners  may  levy  and  collect  annually  a  tax  not  exceeding  ten 
mills  on  the  dollar  of  the  assessed  valuation,  "for  the  purpose  of  sup- 
porting the  poor,  paying  officials  and  employes,  and  the  current  expenses 
of  managing  the  poor  farm  and  work  upon  it"  They  may  also  levy  a 
btiildinir  tax,  not  to  exceed  one-half  of  the  amount  levied  for  the  current 
expenses  of  the  county  poor  district,  for  the  purpose  of  paying  the  debt 
incurred  in  the  purchase  and  improvement  of  die  real  estate  required, 
amd  to  redeem  bonds  issued  for  tiiis  purpose. 

AftseMors 

Assessments  for  purposes  pf  county  taxation  are  made  (in  town- 
ships of  the  first  and  second  classes  by  the  township  assessors,  znd  m 
bwoughs  by  Ae  borough  assessors  elected)  as  follows: 

(a)  In  counties  with  a  population  of  300,000  to  1,400,000  assess- 
ments are  made  by  a  board  of  three  persons,  known  as  the  Board  for 
the  Assessment  and  Revision  of  Taxes* 
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In  counties  with  a  population  of  300,000  to  1,000,000  the  members  of 
the  Board  are  appointed  by  the  county  commissioners  for  four  years; 
salary,  $5,000  a  year. 

The  Boards  for  the  Assessment  and  Revision  of  Tsjxes  in  cotmties 
with  tihe  population  aforesaid  divide  the  county  into  districts  and  appoint 
one  subordinate  assessor  for  each  district  Sub-assessors  in  counties  of 
300,000  to  1,000,000  receive  $3  a  day  for  the  time  actually  employed;  and 
in  counties  of  800,000  to  1,400,000  the  rate  is  $4  a  day. 

Ward,  borough  or  township  assessors  in  such  counties  perform  no 
duties  in  connection  with  the  making  of  assessments  for  county  purposes. 

(b)  In  boroughs  not  divided  into  wards,  and  in  wards  of  boroughs 
so  divided,  except  in  counties  of  300,000  to  1,400,000,  assessors  are  elected 
quadrennially  for  each  of  such  districts  for  a  term  of  four  years.  Bor- 
ough and  ward  assessors  receive  $2.50  a  day  for  eadi  day  necessarily 
employed,  and  assessors  in  townships  of  the  second  class  receive  $3.^ 
a  day. 

In  townships  of  Ac  first  class,  except  in  counties  of  300,000  to 
1,400,000,  township  assessors  are  elected  quadrennially  for  four  years; 
and  in  the  year  next  preceding  the  triennial  assessment  two  assistant 
assessors,  residents  of  the  township,  are  elected,  "whose  duty  shall  extend 
only  to  the  valuation  of  property  for  taxation."  The  assessors  are  paid 
$10  a  day  and  the  assistant  assessors  $5  a  day,  for  each  day  actually 
employed,  in  making  the  triennial  assessment,  to  be  paid  by  the  county. 
In  the  intervening  years  the  township  assessor  receives  $10  a  day  for 
each  day  actually  employed, 

(c)  In  cities  of  the  tihird  class,  except  in  counties  with  population 
of  300,000  to  1,400,000,  an  assessor  of  county  taxes  is  elected  for  each 
ward  to  serve  for  four  years. 

(d)  In  cities  of  the  second  class  not  in  a  county  with  a  population 
of  300,000  to  1,400,000,  and  in  any  other  city  in  which  the  election  of 
assessors  of  county  taxes  is  not  otherwise  provided  for  by  law,  one  citizen 
residing  in  the  ward  is  elected  for  each  ward  to  serve  for  four  years,  and 
two  assistant  assessors  are  elected  at  the  municipal  election  next  preceding 
the  year  for  making  the  triennial  assessment,  who  serve  during  the  time 
of  ms^ng  sudi  assessment 

If  any  person  elected  to  the  office  of  assessor  refuses  or  neglects  to 
qualify,  or  if  the  electors  fail  to  choose  ah  assessor,  or  if  any  vacancy 
occurs  in  the  office,  the  county  commissioners  are  required  to  appoint  an 
assessor  to  serve  until  the  next  election. 

Assessments  C)  ^ 

The  several  assessors  are  required  to  assess  all  objects  of  taxation  at 
their  "actual  value"  and  "at  such  rates  and  prices  for  which  the  same 
would  separately  bona  fide  sell,"  The  commissioners  or  the  board  of 
revision,  if  they  believe  iwiy  assessment  is  below  actual  value  or  above  it, 
may  raise  or  lower  such  assessment 

All  real  estate  must  be  assessed  at  its  "actual  value"  without  any 
deductions  on  account  of  the  value  of  any  ground  rent,  dower,  mortage, 
or  other  encumbrance  thereon  and  shall  be  taxed  accordingly. 

As  soon  as  the  assessors  for  county  purposes  have  made  their  returns, 
the  county  commissioners  make  out  and  publish  in  two  newspapers  for 
two  weeks  a  statement  showing  the  aggregate  value  and  assessment  made 
by  each  assessor  in  the  county,  also  the  amount  of  taxes  assessed  in  each 
ward,  district  or  township  in  the  county. 

From  the  time  of  filing  the  returns  in  the  office  of  the  county  commis- 
si<mers  until  the  day  fixed  for  the  appeals,  any  taxable  inhabitaoit  of  the 
county  may  examine  than  in  the  commissioners'  office. 

Revision,  Equalization  and  Appeal 

The  county  commissioners  constitute  a  Board  of  Revision  to  examine 
the  returns  of  the  assessors  in  the  triennial  assessment  to  determine 

(^)  A  more  detailed  discussion  of  county  assessments  is  presented  else- 
where in  this  Report.  , 
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**whether  all  property  liable  to  taxation  for  county  purposes  has  been 
valued  at  a  sum  not  less  than  the  same  would  bring  after  full  public  notice 
at  a  public  sale,  as  if  each  lot,  piece  or  tract  of  land,  with  the  improve- 
ments, or  the  personal  property  of  each  individual  or  corporation  were 
separately  sold."  They  shall  consider  the  written  communication  of  ^any 
taxable  inhabitant  relatiye  to  any  property  which  such  taxable  shall  believe 
to  have  been  reduced  too  low,  and  shall  raise  tiie  valuation  of  amy  property 
which  they  shall  believe  to  have  been  reduced  too  low.  If  any  valuation  is 
raised  by  the  Board  of  Revision  notice  must  be  given  to  the  owner. 

,  When  the  assessors'  returns  have  been  revised,  the  county  commis- 
sioners estimate  the  probable  expenses  of  the  county  for  the  year,  and  fix 
the  tax  rate  or  levy,  assessing  the  proportion  of  every  ward,  township  or 
district,  according  to  the  adjusted  valuation  of  the  taxable  property  and 
other  subjects  of  taxation.  The  levy  must  be  uniform  on  all  townships, 
and  be  based  on  the  assessments  as  returned  and  collected.  The  county 
commissioners  send  an  accurate  transcript  of  the  assessments  to  be  made 
to  the  various  assessors,  with  a  statement  of  the  rate  or  millage,  and  the 
date  set  for  appeals. 

The  assessors  upon  receiving  this  transcript  g^ve  written  or  printed 
notice,  at  least  five  days  before  the  day  of  appeal,  to  every  taxable  inhab- 
itant, of  the  amount  for  which  he  stands  rated,  the  rate,  and  the  time  and 
place  of  appeal.  The  county  commissioners  give  notice  of  the  time  and 
place  of  appeal  by  advertisement  in  one  or  more  newspapers  printed  in  or 
nearest  to  the  county  seat  at  least  three  weeks  before  the  day  of  appeal. 
The  assessors  are  required  to  attend  the  meetings  for  hearing  appeals  "to 
prevent  imposition  being  practiced  on  the  commissioners;" 

In  each  of  the  two  years  following  tiie  triennial  assessment  the  county 
commissioners  furnish  the  local  assessors  with  a  transcript  of  the  triennial 
assessment  and  require  them  to  assess  "all  freemen  and  all  personal  prop- 
erty, all  offices  and  posts  of  profit,  professions,  trades  and  occupations  tax- 
able, all  single  freemen  who  have  arrived  at  the  age  of  twenty-one  years 
since  the  last  triennial  assessment,  and  all  others  since  that  time  who  have 
come  to  inhabit  in  such  ward,  township,  or  district,  together  with  the -tax- 
able property  such  persons  may  possess  and  the  valuation  thereof,  and  to 
re-assess  all  real  estate  which  may  have  been  improved  by  the  erection  of 
buildings  or  other  improvcmmts,  subsequent  to  the  last  triennial  assess- 
ment, and  all  real  estate  the  value  of  which  shall  have  been  decreased  by 
the  destruction  of  buildings,  or  by  the  mining  out  of  minerals."  The 
assessors  have  90  days  in  which  to  make  these  assessments  and  re-assess- 
ments. 

Records  of  Taxable  Personal  Property— The  law  provides  that  m 
counties  having  a  population  of  over  500,000,  except  counties  co-extensive 
with  cities,  deeds  and  other  conveyances  of  real  estate  must  be  registered 
in  the  office  of  the  county  commissioners  prior  to  being  admitted  to  record 
in  the  office  of  the  recorder  of  deeds. 

Recorders  of  deeds  and  prothonotaries  are  entitled  to  receive  10  cents 
for  each  mortgage,  jui^^nent,  lien,  assignment  or  satisfaction  thereof  re- 
ported to  the  county  commissioners  or  board  of  revision  of  taxes.  No  fee 
is  allowed  if  the  residence  is  omitted  in  the  report.  The  total  amount  of 
such  fees  allowed  to  any  recorder  or  prothonptary  may  not  exceed  $600 

a  year.  .     ,     .  ,  . 

The  recorder  of  deeds,  in  counties  having  a  population  not  exceeding 
400,000,  must  keep  a  daily  record  of  all  deeds  and  conveyances  of  land,  and 
file  a  certified  copy  of  such. records  with  the  county  commissioners  on  the 
first  Monday  of  each  month.  The  recorder  collects  from  each  person  pre- 
senting a  deed  for  record  15  cents  when  it  contains  but  one  description  of 
land,  and  10  cents  for  eadi  additional  description.  A  statement  of  these 
deeds  is  furnished  the  several  county  assessors  prior  to  the  making  of  the 
annual  assessment. 

Any  owner  of  taxable  property  who  is  dissatisfied  with  his  assessment 
may  appeal  fro  mthe  decision  of  the  county  commissioners  or  board  of 
revision  to  the  Court  of  Common  Pleas,  and  from  that  court  to  the 
Supreme  or  Superior  Court 
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Collection  of  County  Taxes 

In  1917  and  quadrennially  thereafter  the  voters  in  second  class  bor- 
oughs and  townships  elect  a  tax  collector  to  serve  for  four  years. 

In  townships  of  the  first  class,  county  taxes  are  collected  by  the  town- 
ship treasurer,  who  receives  for  his  services  S  per  cent  of  tlw  coUections. 

The  commissioners  of  counties  containing  cities  of  the  third  dass, 
except  in  counties  having  300,000  to  1,000,000,  may  appoint  one  person  as 
collector  of  all  county  taxes  for  one  or  more  wards  in  such  city. 

In  cities  of  the  second  class,  if  the  collection  of  county  taxes  is  not 
r^ulated  by  special  or  local  law,  and  in  all  other  cities  where  collections 
are  not  otherwise  regulated  by  law,  all  county  taxes  are  collected  by  col- 
lectors appointed  annually  by  the  commissioners. 

In  counties  containing  300,000  to  1,000,000  inhabitants  the  county  taxes 
are  collected  in  each  city  by  a  tax  collector  appointed  annually  by  me 
board  for  the  assessment  and  revision  of  taxes.  .  .      r  t. 

Township  and  borough  tax  collectors  receive  a  commission  for  the 
collection  of  couniy  taxes  at  a  rate  fixed  by  the  local  authorities,^  but  not 
to  exceed  5  per  cent  of  the  amount  collected.  Collectors  appomted  by 
com^  OMmmssifmers  recdve  5  per  cent  of  their  cpUections. 


TAXATION  IN  TOWNSHIPS  AND  BOROUGHS 

1.   Townships  of  the  Second  Class 

The  Board  of  Supervisors  are  required  to  levy  an  annual  tax,  not 
exceeding  10  mills,  for  township  purposes  upon  all  subjects  within  the 
township  taxable  for  county  purposes  (as  previously  noted)  for  the  main- 
tenance, repair  and  improvement  of  highways;  for  the  construction  and 
repair  of  culverts  and  bridges;  for  the  purchase,  repair  and  custody  of 
tools  and  machinery;  and  for  the  payment  of  debts.  An  additu»ial  tax  of 
10  mills,  known  as  the  *^wnship  road  tax,"  inay  be  levied  upon  unanunbus 
petition  of  the  supervisors  by  order  of  the  Court  of  Quarter  Sessions. 

In  addition  to  the  above  the  supervisors  may  levy  and  coUea  the  fol- 
lowing taxes :  .  .         •       ,      • . 

(a)  The  State-Aid  Road  Tax— When  the  township  receives  the  aid 
of  the  Commonwealth  in  the  permanent  improvement  of  its  roads,  under 
the  Act  of  1911  which  established  the  State  Highway  Department,  a  road 
tax  may  be  levied  to  pay  the  township's  share  of  the  cost  of  improvement 
and  subsequently  for  maintenance  of  such  roads.  -        ,  j 

(b)  An  annual  tax,  not  exceeding  5  mills,  for  the  purchase  of  ground 
and  the  construction  of  a  town  house  for  towns^p  uses. 

(c)  A  tax  for  the  construction  and  maintenance  of  a  lock-up. 

(d)  Upon  petition  of  a  majority  of  the  real  estate  owners,  an  annual 
tax.  not  exceeding  5  mills,  for  lighting  the  streets  and  public  places. 

(e>  An  annual  tax  for  lighting  the  streets,  highways,  etc.,  in  any 
viUage,  upon  petition  of  the  owners  of  a  majority  of  the  frontage  along 

any  ^JS^^^y-  ^^^^  pay  the  interest  on  the  principal  of  bonded 

mdebtedness.^^^  not  exceeding  25  per  feent  of  the  township,  road  tax,  for 
the  purchase  of  road  machines,  etc.,  necessary  m  the  openmg  and  repair 

of  ^'^^J^^y^']^^^^'^^  property,  on  potion  of  owners,  for  fire 
^"^^1^^^^  on  township  assessments  to  the  Court  of  Quarter 

^"Township  taxes  are  collected  by  the  township  collector  except  on 
unseated  lands  or  where  collection  is  otherwise, 

special  law.    For  collecting  the.  road  tax  he  receives  JJ^^S*^}?"/!^ 
per  cent  on  all  collections  previous  to  June  1,  and  5  per  cent  after 
date    For  collecting  other  township  taxes  he  receives  a  commtssion,  not 
exceeding  5  per  cent,  fixed  by  the  Board  of  Supervisors. 
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If  any  taxpayers  of  any  township  or  road  district  furnish  all  tiie  ma- 
terial and  labor  necessary  to  mala  and  repair  the  roads,  no  township  road 

tax  is  collected  for  the  fiscal  year.  •  j 

Persons  liable  to  the  township  road  tax  who  plant  trees  on  the  side 
of  the  public  highway  are  allowed  an  abatement  of  $1  for  every  two  trees 
set  out,  up  to  one-quarter  of  the  tax.  Owners  of  land  with  forest  or 
timber  trees  may  secure  a  rebate  of  80  per  cent  of  all  township  taxes,  local 
and  county,  but  not  to  exceed  45  cents  an  acre.  Owners  wtui  plant  teees 
not  less  than  300  to  the  acre  may  receive  a  similar  r^ale  for  35  years. 

IL  Townships  of  the  First  Class 

Taxes  in  townships  of  the  first  dass  are  levied  for  tiie  same  purposM, 
at  the  saune  rates,  upon  the  same  subjects,  and  are  collected  m  substantially 
tihie  same  way  as  in  townships  of  the  second  dass,  except  that  the  tax 
officials  are  known  as  township  commissioners  and  township  treasurers. 

The  commissioners  are  required  to  levy  and  collect  an  annual  tax  for 
township  purposes  of  not  more  than  1  per  cent  upon  all  subjects  taxable 

for  county  purposes.  .  i,-  * 

In  addition  to  the  road  and  other  taxes  imposed  in  townships  of  tiic 
second  class,  the  Board  of  Commissioners  of  townships  of  me  test  dasS 
are  authorized  to  levy  and  collect  a  tax:  (1)  for  bulding  and  maintaining 
a  fire  engine  house;  (2)  for  constructing  a  sewer  system;  (3)  ior^OBg 
for  shade  trees  planted  along  die  highways,  not  to  exceed  one^enlii  ot 
a  mill. 

IIL  Taxation  in  Boroughs 

The  burgess  and  town  council  levy  by  ordinance  a  tax  for  general 
borough  purposes  at  a  rate  not  to  exceed  1  cent  on  the.  dollar  on  the 
dasses  of  property  taxable  for  couniy  purposes. 

They  may  also  levy  taxes  for: 

1.  Fire  protection,  the  tax  not  to  exceed  8  mills. 

2.  Payment  of  interest  and  prindpal  of  bonded  indebtedness. 

3.  Sinking  fund  tax  to  extinguish  former  bonded  indditediiess. 

4.  Caring  for  trees  planted  on  the  highway. 

5.  Establishment  and  maintmance  ol  a  pnbhc  Unsty  (anmial  tax 

not  exceeding  2  mills).  ....        ,         -t      j.  u      * - 

Members  (not  less  than  three)  of  the  borough  council  sit  to  hear  tax 

Except  where  otherwise  provided  by  local  law,  the  borough  tax  col- 
lector collects  all  borough  taxes.  His  commission,  not  to  exceed  5  per  cent, 
is  fixed  by  the  borough.   He  makes  his  returns  monthly  to  me  borough 

treasurer.  .  ,        ,  l  i. 

Poor  Tax— The  overseers  of  tiie  poor  of  any  township  or  borough, 
after  obtaining  the  approval  of  any  two  jiistices  of  the  peace  of  the  county, 
may  "lay  a  rate  or  assessment  not  exceeding  one  cent  on  the  dollar  at  one 
time  upon  all  real  and  personal  estates  withm  such  borough  or  township 
made  taxable  for  county  pnrposes." 

TAXATION  IN  CITIES 

L  Cities  of  the  Third  Class 

Cities  of  the  third  class  may  levy  and  collect  taxes,  assessed  upon  all 
subjects  within  the  city  made  taxable  for  county  purposes,  as  follows : 

1.  An  ap«T!'ai  tax  for  general  revenue  purposes  at  a  rate  not  to  exceed 

10  ^^^^  exceed  10  mills  in  any  year,  to  pay  bond  interest 

and  loans  to  support  the  dty  government,  and  to  make  necessary  im- 

provemen^.^^^  tax  of  not  less  than  one-fourth  of  a  mill  or  more  ^uu  3 
mills  for  a  $*pVng  fund  to  extinguish  the  bonds  and  funded  debt 

4.  An  annual  tax  student  to  pay  principal  and  interest  on  loans 
within  30  years. 
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5.  A  poll  tax,  not  exceeding  $1  a  year,  on  all  males  above  21  years 
of  age. 

6.  A  tax  to  purchase  lands  and  premises  for  public  parks. 

7.  An  annual  tax,  not  to  exceed  one-tenth  of  a  mill,  for  the  care  of 
shade  trees. 

8.  An  annual  tax,  not  exceeding  2  mills,  for  public  libraries. 
Annually  the  council  elects  a  dly  assessor,  who  must  own  at  least  $500 

wortfi  of  real  estate,  and  who  must  have  lived  in  the  city  five  years  prior 
to  his  election.  Council  may  appoint  assistant  assessors  in  the  triennial 
year  and  in  the  intervening  years,  removable  at  the  pleasure  of  council. 
Compensation  is  fixed  by  council. 

"The  assessor  shall  make,  or  cause  to  be  made,  durmg  the  year  of 
the  triennial  assessment  for  county  purposes,  a  just  and  equal  assess- 
ment of  all  property,  real,  personal  and  mixed,  and  occupations,  within 
the  city  subject  to  taxation  for  city  purposes,  and  a  just  and  perfect 
list  of  all  property  exempt  by  law  from  taxation,  with  a  just  valuation 
of  the  same.  ♦  ♦  *  The  assessor  shall  retmm  annually  a  list  of  all 
male  inhabitants  over  21  years  of  age."  ,  , 

The  council  (including  the  Mayor)  constitutes  a  Board  of  Revision 
of  Taxes  and  Appeals.  The  assessor  is  required  to  give  five  days'  written 
or  printed  notice  to  every  taxable  inhabitant  of  any  increase  in  his  assess- 
ment, together  with  time  and  place  of  hearing  appeals.  The  board  may 
require  the  attendance  of  the  assessor  and  his  assistants,  or  other  citizens, 
for  examination  on  oath.    Appeals  may  be  taken  from  the  board  to  the 

Court  of  Common  Pleas.  •        t_  i 

The  city  treasurer  is  ex  officio  collector  of  all  aty  taxes-^citais  school 
and  poor  taxes.  He  appoints  delinquent  tax  collectors,  who  must  settle 
thdr  duplicates  within  five  mon^s,  pacing  over  the  amounts  charged 

against  them.  ,  ,     ,  i 

The  schedule  of  unpaid  city  taxes  is  certified  by  the  treasurer,  as  col- 
lector, to  the  city  solicitor,  who  registers  such  taxes  with  the  penalties 
thereon  against  the  persons  charged  in  the  duplicates,  in  the  office  of  the 
prothonotary,  who  keeps  a  separate  book,  called  the  city  lien  docket,  for 
that  purpose.  The  treasurer's  compensation  as  collector  is  fixed  by  council 
between  one-half  of  one  per  cent  on  all  taxes,  paid  before  and  5  per  cent 
after  any  penalty  has  been  incurred. 

IL   Cities  of  the  Second  Class 

Cities  of  the  second  class  (Pittsburgh  and  Scranton)  may  levy  and 
collect  tatxes  "out  of  the  estate,  real  and  personal,  subject  to  taxaUon 
within  said  cities,"  as  follows:  ,  .  r       i  *  j  • 

1.    A  tax  for  general  revenue  purposes.    (Machinery  of  all  kinds  is 

e^cemp  t  ^ 

2  A  tax  for  the  purpose  of  defraying  the  »:penses  of  the  city  govern- 
ment, for  the  payment  of  loans,  and  far  making  necessary  tmj^oirenicats. 

(Machinery  ^empt).  ,      o  -n 

3.  A  "sinldng  fund  tax"  of  not  less  than  1  mill  or  more  than  3  mills. 

4.  A  "separate  indebtedness  tax"  sufficient  to  pay  the  interest  and 
ultimately  the  principal  of  indebtedness  of  districts  where  an  indebtedness 
existed  prior  to  the  Act  of  1877.  This  tax  is  levied  upon  the  taxable  prop- 
erty  of  the  district  liable  to  taxation  for  such  purposes. 

5.  A  poll  tax  for  general  revenue  purposes,  not  exceedmg  $1  a  year, 
on  all"  male  inhabitants  over  21  years  of  age.  ^ 

6.  An  annual  tax,  not  exocding  one-^tii  of  a  null,  for  catmg  for 

shade  trees.  ^.     ^    .^^    ^  t_i- 

7.  An  annual  tax,  m)t  exceedu^  2  mills,  for  public  libraries. 

8.  An  annual  tax  sufficient  to  pay  the  interest  on  and  the  principal  of 
its  bonded  indebtedness  within  30  years* 

Anessments 

Assessments  for  purposes  of  municipal  taxation  shall  be  made  by  a 
Board  of  Assessors,  not  less  than  five  or  more  than  nine,  as  council  shall 
fix  by  ordinance.  Each  member  must  have  been  a  resident  of  the  dly  far 
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at  least  ten  years  innaediately  preceding  his  appointment.  All  of  them 
shall  not  be  of  the  same  political  party.  They  are  appointed  by  the  Mayor 
holding  office  during  his  term.  Council  may,  by  ordinance,  make  all  neces- 
sary rules  and  regulations  for  the  government  of  the  board. 

The  Act  of  May  11,  1911,  abolished  the  classification  of  real  estate  for 
purposes  of  taxation,  and  provided  that  all  real  estate  shall  be  assessed 
and  taxed  "at  a  uniform  rate,  based  on  its  valuation,  without  discnnuna- 
tion  or  distinction  of  any  kind,  and  no  classification  of  such  real  eAate  for 
purposes  of  taxation  shall  hereafter  be  made.** 

The  "graded  tax  law"  of  1913,  however,  provides  that  the  tax  upon 
buildings  in  the  years  1916-17-18  shall  be  80  per  cent  of  the  highest  rate  of 
tax  (the  tax  upon  land)  in  those  years;  70  per  cent  in  1919-20-21 ;  60  per 
cent  in  1922-23-24;  and  SO  per  cent  thereafter,  "so  that  upon  the^said  classes 
of  real  estate  there  shall  in  any  year  be  two  rates  of  taxation." 

The  Board  of  Assessors  "shall  triennially  make  a  valuation  for  all 
purposes  of  municipal  taxation,  and  may  make  a  new  assessment  in  any 
ward  they  deem  necessary,  in  any  subsequent  year,  other  than  a  triennial 
year. 

Prior  to  1909  assessments  could  not  legally  be  made  oftcner  than  every 
three  years.  The  new  act  made  new  assessments  in  other  years  permissive 
in  any  ward  where  the  assessors  deem  it  necessary.  They  have,  therefore, 
full  authority  to  make  annual  assessments  throughout  the  city,  a6  is  the 
practice  in  Philaddphia,  New  York,  Boston  and  many  other  large  citi^. 
A  thorough-going  assessment  each  year  would  undoubtedly  put  upon  the 
rolls  many  thousands  of  dollars  of  taxable  property. 

The  Board  of  Assessors  sits  as  a  board  of  revision  to  which  any  prop- 
erty owner  may  appeal  from  any  valuation.  From  the  decision  of  the  board 
an  appeal  may  be  taken  to  the  Court  of  Common  Pleas,  and  thence  to  the 
Superior  or  Supreme  Court  All  taxes  levied  for  city  purposes  are  WJ- 
able  into  the  ofl5ce  of  tihe  city  treasurer  during  the  montiis  of  March, 

April  and  May.  ^       ,  ^  ^.        _  , .  - 

Taxes  not  paid  before  June  1  are  known  as  delinquent  taxes,  which 
are  placed  in  the  hands  of  the  collector  of  delinquent  taxes  for  collection, 
with  3  per  cent  added  as  a  penalty  for  non-payment.  In  addition  to  this 
penalty,  delinquent  taxes  bear  interest  at  the  rate  of  one-half  per  cent  per 
mottth  for  each  month  or  part  thereof  that  they  remain  unpaid.  The 
collector  of  delinquent  taxes  is  appointed  by  the  mayor  with  the  adviOB 
and  consent  of  council,  and  holds  ofBce  during  the  mayor's  term.  Cou^ 
may  provide  that  the  dty  treasurer  shall  collect  delinquent  taxes.  The 
compensation  of  the  delinquent  tax  collector  may  be  either  by  a  fixed 
salary  or  by  fees,  as  council  shall  provide. 

The  collector,  on  or  before  February  28  each  year,  is  required  to  pre- 
pare a  list  of  all  delinquents  and  publish  the  same  twice  in  three  newspapers 
in  the  city,  one  of  which  may  be  printed  in  German.  If  delinquent  taxes 
are  not  paid,  the  collector  shall  file  liens  against  the  property.  Upon  the 
termination  of  his  term  of  office,  the  collector  is  required  to  turn  over  to 
the  city  controller  all  the  records  of  his  office,  with  sworn  itemized  state- 
ments, by  wards,  of  all  unpaid  taxes  <m  the  list».  The  controller  ddivers 
these  lists  to  the  new  collector.  u  *u 

The  city  treasurer  may  sell  at  public  sale  all  property  upon  wnicn  toe 
tBXes  have  become  delinquent  in  the  manner  prescribed  by  law. 

(The  question  of  delinquent  taxes,  tax  liens,  etc.,  is  discussed  in  detail 
elsewhere  in  this  Report). 

IIL  CitiM  of  the  Pint  Claas 

Philadelphia  is  the  only  dty  of  the  first  class.  It  has  not  been  deemed 
necessary  to  outline  the  tax  system  and  the  tax  laws  peculiar  to  that  city. 
It  may  be  noted,  however,  that  in  that  city  there  is  growing  uneasiness  and 
protest  at  the  increasingly  heavy  burden  of  taxation  borne  by  real  estate. 
It  is  reported  in  the  newspapers  that  the  Philadelphia  Real  Estate  Board  is 
preparing  to  make  an  aggressive  fight  against  any  advance  in  the  tax  rate 
on  real  estate  ^Public  Ledger,  Oct  1  and  Oct.  8,  1916). 
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SCHOOL  TAXES 


The  pubUc  school  law  of  1911  provides  that  each  city  incorporated 
town  borough  or  township  shall  constitute  a  separate  school  district.  Ihe 
several  school  districts  are  divided  into  four  classes : 

District  of  the  first  class-    population  of  500,000  or  rnore 
District  of  the  second  class-popu  ation  of    30,000  to  500,000. 
District  of  the  third  class—  population  of     5,000  to  30^00. 
District  of  the  fourth  class— population  of  less  than  i.UUU. 
All  taxes  required  by  any  school  district  are  levied  annually  by  the 
Board  of  School  Directors  for  the  purpose  of:  (a)  establishing  and  main- 
Sg  the  public  schools;  (b)  paying  any  school  indebtedness ;  (c)  carry- 
inir  out  any  provisions  of  the  laws  governing  public  schools. 

The  rate  of  the  annual  tax  levy  in  districts  of  the  first  class  (Pitts- 
h„r  J  fs  in  ?h°s  class)  may  not  be  less  than  5  miUs  or  more  than  6  m^s 
on  fS  the  prop^r^ssessed  and  certified  within  the  district,  that  is.  on  the 
s2ne  property  as  that  upon  which  the  municipal  taxes  are  assessed 

It  may  be  noted  that  in  school  districts  other  than  hose  of  the  first 
dass  aU  Mbiecte  made  taxable  for  county  purposes-real  estate^  personal 
Se?^  ^cations-are  taxable  for  school  purposes.  In  Pittsburgh, 
Sh  U  a  school  district  of  the  first  class,  real  estate  alone  bears  tiie 
Entire  burden  of  the  school  tax.  In  districts  of  the  second,  A^rd  and 
Surth  dasses,  every  male  resident  or  inhabitant  over  21  is  required  to  pay 
an  occupation  tax  in  addition  to  any  other  tax  he  may  pay. 

The  administration  of  the  law  relating  to  the  assessment,  levy  and  col- 
lection of  Se  school  tax  is  simple.  Before  November  1  each  year  the 
B^id  of  O??  IS^rTcertify  to  the  Board  of  School  Directors  an  esti- 
of  the  total  assessments  for  the  ensu  ng  year  of  all  subjects  of  nmnic i- 
Stwation.  Upon  the  basis  of  this  estimate  the  schoo  board  makes  its 
WyTwhich  is  certified  to  the  assessing  and  collecting  authorities  andcd- 
lected  at  the  same  time  and  in  the  same  way  as  fther  municipal  t^^^ 
The  city  treasurer  serves  as  collector  or  receiver  of  the  ^ool  tax,  ^d  Ac 
contro  ler  serves  the  school  board  as  well  as  the  city.  The  simplicity  and 
Sonomy  of  this  administrative  arrangement  8««Mts  extension, 
necessary  modifications,  to  the  assessment  and  collection  of  the  tax  <m  feal 
estate  within  tiie  city  by  both  county  and  aty.  ,  ,  , 

EbeSeki  ttts  Report  reference  is  made  to  the  fact  that  the  assess- 
mentand  collection  of  taxes  for  public  school  purposes  in  Pittsburgh  is 
^oximately  one-half  that  for  all  municipal  purposes,  and  the  suggestion 
ifmade  that  the  taxpayers  may  be  willing  to  practice  greater  economy  m 
school  expenditures,  notably  in  the  item  of  ne\>r  buildings,  for  a  time. 

Poor  Taxes 

In  cities  of  the  first  and  second  classes  the  maintenance  of  the  poor  is 
met  by  appropriations  from  the  general  municipal  tax,  and  no  POOf  tM  18 
levied  Such  tax  may  be  levied  where  poor  districts  created  under  speaal 
law  exist  either  wholly  or  partially  withm  the  aty  lumts. 
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ALLEGHENY  COUNTY. 

<5*at««ent  Showing  the  Tax  on  Real  Estate  in  Pittsburgh  Compared  With 
^'^'S^TafrRlal  Estate  in  the  Remainder  of  the  County;  t^  Tax 
on  Personal  Property  in  the  County  as  a  Whole  and  the 
Relation  of  These  Taxes  and  the.  Receipts  from 
Other  Sources  to  Total  Receipts  of  the 
County,  1913,  1914  and  1915. 




1913 

1914 

1915 

Real  Estate: 

Taxable  Valuation: 

$627,874,000 

$737,600,470 

$744,256,910 

(a)  2.75 

(a)  2.75 

(b)  2.25 

$  1,726,654 

$  2,028,401 

$  1.674.578 

53.1 

59.6 

58  3 

$485,367,820 

$393,334,450 

$400,051,140 

(c)  3.25 

(d)  3.50 

(e)  3.00 

$  1,577.445 

S  1,376,671 

$  1.200,153 

46.9 

40.4  ' 

41.7 

$  3,254,099 

$  3,405.072 

$  2.874.731 

(f)  75.0 

(f)  77.0 

(f)  77.6 

$  2,440,574 

$  2.621,905 

$  2.230,791 

26.4 

30.7 
• 

32.0 

$221,869,210 

$238,169,180 

$258,895,770 

4.00 

4.00 

4.00 

$  887,477 

$  952.677 

$  1,035.583 

90.0 

91.0 

2 

f  798,729 

$  866.936 

$  923,730 

8  6 

10.1 

13.2 

$  5.987.10S 

;   $  5.053.3SS 

$  3.823,266 

65.0 

59.2 

54.8 

$  9,266<41] 

1  $  8.542^ 

$  6,977.787 

(a)  1.75  mills  County  Tax  and  1  mi  Road  Tax. 

(b)  1.25  mills  County  Tax  and  1  mill  Road  lax. 

(ci  1  75  m^lls  County  Tax,  1  null  Road  Tax.  and  0.5  mill  Poor  Tax. 

1%  1  75  Sills  County  Tax  1  mill  Road  Tax,  and  0.75  mjU  Poor  Tax. 

e)  lit  mills  County  Tax  1  mUl  Road  T«.  a^75  ^ax^ 

(f)  Figures  suppUed  by  County  Tueaaurer'a  office.   ladadw  au  tan*  mwwaa, 
ttMm  on  pefaooal  pnverty. 


REVENUE.  OF  ALLEGHENY  COUNTY^ 

1915 


^   $1,477,228 

County  i  axes  ..~..~....-~»—~.—   j  111,257 

Road  Tax  '— '  """"""  *967454 

Personal  Property  Tax  ••  " "  "  04815 

Fees  for  Liquor  Licenses..........  ~-  — ~—  eo'ooj 

Street  Railway  Bridge-Pnyilege  and  Tolls——^  

Bond  Account— Interest,  sales,  etc  —   'kc?  2Cr 

Pees  of  Fee  Officers.......  -—.^  ;  —  ^^'i^ 

Appropriations  to  Sinking  Fund   in?  012 

Interest  on  Daily  Balances.....^..........  ••    724M 

Primary  Election  Expense— Reimbursement.....  T^'""} 

Share  of  Cost  of  Improvement  of  State  Highways  and  Roads..,  «,40B 

Advertising  Fees   ^  149!375 

Other  Items  . — .  •  ..........~......."...'..~-~~«-»~'~—--   t 


m^.,t  ^  -     Ifi^v/y^W 


(1)  Pages  79  to  83,  todualve,  AUHTlMny  Owmtr  OontroUwfB  Report  for 
the  year  radins  Dvoember  SI.  1916. 
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TABULAR  STATEMENT 

Showing  the  Number  of  Taxables,  the  Number  of  Acres  of  Cleared  and  Tim  er  Land,  and  the  Amount  at  Which  the  Real  and  Personal  Property,  and  All  Matter  and  Things  Made  Taxable 
by  the  .Laws  of  This  Commonwealth  Were  Valued  and  the  Amount  of  Taxes  Assessed  Thereon  for  State  and  County  Purposes,  in  the  Several  Assessment  Districts  in  the  Coun^  of  Alle- 
gheny Made  Purs  ant  to  the  Several  Acts  of  Assembly  Relating  Thereto • 


TMabhs 


Timber 


Vaiue  of  AU 


Value  of 
RealEeUte 


Value  of 
Real  Estate 
Taxable 


Horses,  Mares, 
Geldings  and 
Mules  over  tha 
Aceol4T«u« 


Nvinber 


Yfthie 


Neat  Cattle 
Over  the 
of 


4^: 


Nttnber  Value 


Value  of 
Salaries 
and 

Emoluments 
of  (Mce 
Fbsts  ci 
Profit 
Professions 
Trades  and 
Oeeupattons 


Aggregate 
Value  of  all 

Property 
Taxable  for 
County. 

Purposes 


Aggegrate 
Amount  of 

County 
.Tax 


Amount  of 
Money  at 
Interest 
Including 
Mortgages, 
Bonds,  Notes 
Stocks,  etc. 


Value 
of  Stages 
Omnibuses 

Hacks, 
Cabs,  etc 


Aggregate 
Value  of 
erty 
Taxable  for 
State  Purpoe- 
es  at  4  mills 
on  the  Dollar 

Including 
Money  at  In- 
terest Stages, 
Omnib^g^ 


Amount  off 

StoteTax 


1913 
1914 
1916 
MM 


199,529 
192,489 
203.114 


a  »  ■  • 

•  •  ■  • 

•  •  •  • 

•  •  «  • 


«  • 


,  r 


1913 
1914 
1915 
MM 


,1913 
1914 
MM 
MM 


1913 
1914 
1015 
MM 


To«al 


1913 
1914 
1915 
MM 


16,705 
17,269 
16,568 
17«Mi 


108,917 
113,362 


62.411 
63,686 
66,505 


387,662 
386,786 
399,762 

4iM6a 


•  ■  •  • 
«  »  •  • 


«  *  •  • 

f  •  •  • 

•  •  •  » 


358,571 
358,671 


358,571 
358,571 
358,571 
868.671 


•  •  •  • 

•  •  •  • 

9,790 
9,790 
9.700 


9,790 
9,790 
9,790 
«i790 


f  887,109,620 
901,334,120 
913.237,270 
08«.547,000 


39,759.140 
40,^18,570 
40,217,920 
41.087 JOO 


262,033,520 
260,890,270 
877,173.180 


132,250.220 
135,654,710 
138,121,350 
148  ifffti  870 


$1,321,152,500 
1,347.097.670 
1,368,749,720 
1«406»874.667 


$159,235,620 
163,733,650 
168.980,360 
188|S88h0B0 


4,077.550 
4,240,530 
4,324,960 


26.439,340 
28,604,680 
29,777,860 
81,786,267 


18.158.170 
19,683,890 
21,358,490 
88d 


$207,910,680 
216,162.750 
224,441,670 
241.448,036 


$  627.874,000 
737,600.470 
744,256,910 
761,8M,680 


35.681,590 
35,978,010 
36,892,960 
88»7a8.740 


235,594,180 
241,385,590 
247.306,320 
368377.680 


114,092.050 
115,970,820 
116,762,860 
180.604»780 


$1,113,241,820 
1.130,934,920 
1,144,308,050 
I«104,8a6.7d0 


12,630 
12,899 
11,787 
10,87* 


758 
762 
690 
681 


4,778 
4,872 
4,633 
84m 


12.062 
12,696 
12,418 
11364 


30.228 
31,229 
29,528 
26.740 


$1,177,920 
1,259.850 
1.149,170 


71.680 
68,500 
63.860 
87370 


398,550 
425,250 
406.360 
8813M 


973,700 
1,061,780 
1,047,350 

0a8300 


$2,621,800 
2,815.380 
2,665,730 
8,468300 


,  1,395 
1,493 
950 
I  081 

'  60 
87 
60 
63 


1,161 
1,255 
1,300 
13ii 


12,791 
12,452 
12,401 
13347 


16,407 
15,287 
14,711 
14386 


$  45.190 
50,420 
31,080 
88380 


2,310 
3,660 
1,980 
3^170 


41,290 
46,430 
48,170 
48310 


440,920 
441,590 
448,460 
473340 


$529,710 
541,100 
529,690 
667300 


$44,340,620 
43,251.000 
46,037,800 
4«.i04360 


3,331.100 
3,444,900 
3,258360 
83M380 


22,012.750 
22366,650 
38.168360 
tt.681.00ft 


9,432,990 
9,417,950 
9,760,230 
101307380 


$79,117,460 
78,479.400 
81,115,130 
83366340 


$  773,437,730 
782,161,740 
791,374,960 


39.086,630 
39,495,100 
39317,650 
40313380 


258,046,770 
264.221,820 
270,007.000 
S7038I3M 


124,939,660 
126,892,140 
128,018,900 
181388340 


$1,195,510,790 
1,212,770.800 
1,228,618.600 
1340303370 


$1,353,516 
1,368,783 
989310 
1.8001188 


68,402 
69,116 
49.022 
70378 


451,582 
462388 
337300 
480370 


218,644 
222,061 
160,024 
88ij086 


$2,092,144 
2.122,349 
1,535,774 


$173.178336 
187,209.680 
204,463,460 

•8813833M 


2,789,090 
3,052,700 
3,652,900 


29,077,050 
30,075,970 
32.687,780 
88b730360 


16.728,920 
17,738.760 
1730031O 
17307380 


$221,773,585 
238.077,110 
258,800,450 
38037Ql830 


869,820 
65,820 
69.820 
083M 


800 


$173,248,345 
187.275,500 
204.533.280 
381388380 


2,789,890 
3.052.700 
3,653.700 


25.006 
26.250 
24,700 
34.700 


$05,625 
92,070 
95,320 
06380 


29,102,055 
30.102,220 
32,712,480 
88.746,860 


16,728.920 
17,738,760 
17306310 
17307380 


$221,869,210 
238.169.180 
258.895,770 
280.766340 


$  692.993 
749.102 
818,133 


11,160 
12.211 
14.615 
16b7Sl 


118308 
120,400 
130360 


803M 
70366 
71.086 
71301 


$  887,477 
952,677 
1.035,583 

lo  ^^^^^8^^^^^^ 


«B«|^  of  11»  Bond  far     iMMMMit      BmMon  oC  TaM  o(  All^Mv  Cto^ 
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APPENDIX  D 


NEW  YORK  SYSTEM  OF  ASSESSMENT  OF 

REAL  ESTATE^ 

The  head  of  the  Department  of  Taxes  and  Assessments  is  a  board  of 
seven  Commissioners  appointed  by  the  Mayor  who  holds  of  at  his 
pleasure.  The  Board  of  Tax  Commissioners  act  as  a  board  of  review  of 
assessments.  Any  person  aggrieved  by  the  assessment  of  r^  Stj*'^;"^^ 
make  application  in  writing  to  the  Board  of  Tax  Commissioners  to  have  the 
assessment  reduced.  mu  * 

Assessments  are  made  by  Deputy  Tax  Commissioners.  The  Deputy 
Tax  Commissioners  are  appointed  by  the  Board  of  Tax  Commissioners 
from  a  civil  service  eUgible  list  prepared  by  the  Municipal  Civil  Service 
Commission  after  examination  of  applicants  for  the  position  Examina- 
tio^re  generally  held  about  once  in  four  years.  The  questions  are  of 
Si  chara^cter  as  to  eliminate  about  half  the  applicants.  No  o"e  unf  amUm 
with  methods  .of  real  estate  appraisal  can 

tion.   Deputy  Tax  Commissioners  may  only  be  dismissed  f rom  tiie  depart 
ment  for  cause  by  the  Board  oi  Tax  Commissioners  «>d  on^r  after  a  hew- 
ing has  been  afforded  them  to  explam  the  ^ha'Tges  agauist  Aem  When 
appointed  a  Deputy  Tax  Commissioner  is  paid  $2,400  a  year.    It  is  tne 
pXy  of  the  department,  when  the  aPP;opriatxon  is  sufficie^^^^^^^ 
the  salaries  of  the  Deputy  Tax  Commissioners  $150  every  two  years  so 
£yr£ei?  work  i?Ta^sfactory  until  they  have  g  ch  d  -^^^ 
$3  WO  a  year;  thereafter  they  may  be  increased  to  $3,250  or  $J,i)UU,  gener 
ally,  however,  only  after  a  very  long  term  of  service. 

For  the  assessment  of  real  estate  the  Board  of  Tax  Commissioners 
divides  the  city  into  districts  of  appropriate  size  and  assigns  a  DePuty  Tax 
Snmisdoner  to  each  district;  each  Deputy  so  assigned  is  assisted  by  a 
clS  The  districts  vary  in  size  and  number  of  separate  parce  s  of  real 
eSe  to  be  assessed  in  accordance  with  the  difficulty  of  the  work  and  the 
dumber  of  parcd^^^  values  are  high,  as  in  Manhattan,  districts  are 

smTlkr  -m  area  and  have  a  smaller  number  of  parcels  than  where  the 
vSues  are  lower.  Where  the  area  is  very  F«at,^agam  the  number  of 
^cds  S^t  be  reduced.  At  present  the  city  is  divided  as  f  oUows : 


Borough 

Number 
of 

Distneto 

Average 
Number  of 
Paxeels. 

Average 
Value  per 
P«roeL 

Average  Area  of 
Each  District 
in  Squaie  Miles 

■  iM 

16 
12 

23 
18 
6 

75 

5,8»1 
5,496 
9.271 
7,451 
5,671 

7,221 

$50,228 
8,850 
7,336 
3.310 
2M7 

3.42 
3.39 
6.52 
9.53 

S13.6S3 

4.20 

The  Deputy  Tax  Commissioners  are  engaged  throughout  the  year  m 
studvine  the  districts  to  which  they  are  assigned  and  preservmg  memoranda 
of  aU  evidences  of  value  they  can  obtain.  The  assessment  period  fixed  by 
kw  is  f rom  Se  fi^^^^^^^  ^^^t     October,  On  the  first  of  April 

Sdi  Depu"  Tax  Commissioner  assigned  to  a  district  commences  his  field 
Wklmd  makes  his  first  entry  in  his  field  book  on  that  day. 

The  field  book  is  the  Deputy's  note  book  and  is  arranged  so  that  he 
mav^ve  before  him  the  assessments  for  previous  years  and  the  land 
^SesYor  two  years.  The  width  of  the  page  of  the  field  book  is  15^4 
iiidie»  and  its  length  is  19^  inches.  *  ♦  *  . 

(»)  Report  of  Commiasioners  ot  rftuces  and  AaMBMnents.  City  of  New 
York  (1»14),  pp.  91-lW. 


96 


APPENDIX  D 


NEW  YORK  SYSTEM  OF  ASSESSMENT  OF 

REAL  ESTATE^ 

The  head  of  the  Department  of  Taxes  and  Assessments  is  a  board  of 
seven  Commissioners  appointed  by  the  Mayor,  who  holds  office  at  his 
pleasure.  The  Board  of  Tax  Commissioners  act  as  a  board  of  review  of 
assessments.  Any  person  aggrieved  by  the  assessment  of  real  estate  may 
make  apphcation  in  writing  to  the  Board  of  Tax  Commissioners  to  have  the 
assessment  reduced* 

Assessments  are  made  by  Deputy  Tax  Commissioners.  The  Deputy 
Tax  Commissioners  are  appointed  by  the  Boai-d  of  Tax  Commissioners 
from  a  civil  service  eligible  list  prepared  by  the  Municipal  Civil  Service 
Commission  after  examination  of  applicants  for  the  position.  Examina- 
tions are  generally  held  about  once  in  four  years.  The  questions  are  of 
such  character  as  to  eliminate  about  half  the  applicants.  No  one  unfamiliar 
with  methods  of  real  estate  appraisal  can  successfully  pass  the  examina- 
tion. Deputy  Tax  Commissioners  may  only  be  dismissed  from  the  depart- 
ment for  cause  by  the  Board  oi  Tax  Commissioners  and  only  after  a  hear- 
ing has  been  afforded  them  to  explain  the  charges  against  them.  When 
appointed  a  Deputy  Tax  Commissioner  is  paid  $2»400  a  year.  It  is  the 
policy  of  the  department,  when  the  appropriation  is  sufficient^  to  advance 
the  salaries  of  the  Deputy  Tax  Commissioners  $150  every  two  years  so 
long  as  their  work  is  satisfactory  until  they  have  reached  a  salary  of 
$3,000  a  year  J  thereafter  they  may  be  increased  to  $3,250  or  $3^500  j  gener** 
ally,  however,  only  after  a  very  long  term  of  service. 

^  For  the  assessment  of  real  estate  the  Board  of  Tax  Commissioners 
divides  the  city  into  districts  of  appropriate  size  and  assigns  a  Deputy  Tax 
Commissioner  to  each  district ;  each  Deputy  so  assigned  is  assisted  by  a 
clerk.  The  districts  vary  in  size  and  number  of  separate  parcels  of  real 
estate  to  be  assessed  in  accordance  with  the  difficulty  of  the  work  and  the 
number  of  parcels.  Where  values  are  high,  as  in  Manhattan,  districts  are 
smaller  in  area  and  have  a  smaller  number  of  parcels  dian  where  the 
values  are  lower.  Where  the  area  is  very  great,  again  the  number  of 
parcels  nmst  be  reduced.  At  present  the  city  is  cUvided  as  follows : 


'Borough 


Number 
of 

Distriets 

Average 
Number  of 
Parcels. 

Average 
Value  per 
Paroel. 

Average  Area  of 
Each  District 
fax  Square  Mites 

16 

mi 

1.38 

12 

5,496 

3.42 

23 

9.271 

7,336 

3.39 

is 

7,451 

3,310 

6.52 

6 

5,071 

2M7 

9.53 

76 

7,221 

$13,683 

4.20 

Manhattan. .. 
The  Bronx... 

Brooklyn  

Queens  

Bkfafnond.  ■ . . 

Total 


The  Deputy  Tax  Commissioners  are  engaged  tibroughout  fhe  year  in 
studying  the  districts  to  which  they  are  assigned  and  preserving  memoranda 
of  all  evidences  of  value  they  can  obtain.  The  assessment  period  fixed  by 
law  is  from  the  first  of  April  to  the  first  of  October.  On  the  first  of  April 
each  Deputy  Tax  Commissioner  assigned  to  a  district  commences  his  fidid 
work  and  makes  his  first  entry  in  his  field  book  on  that  day. 

The  field  book  is  the  Deputy's  note  book  and  is  arranged  so  that  he 
may  have  before  him  the  assessments  for  previous  years  and  the  land 
values  for  two  years.  The  width  of  the  page  of  the  field  book  is  15^4 
inches  and  its  length  is  19^  inches.   ♦  ♦  ♦ 

(^)  Report  of  Commissioners  of  Taxes  and  AimmihwiiiwiIh  Ctt7  Mew 
York  (1914),  pp.  91-103.  ^ 
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During  the  next  few  days  the  Deputy  usually  traverses  his  district  so 
that  he  may  have  the  general  conditions  and  changes  since  the  last  year 
in  his  mind.  His  first  duty  is  to  study  the  land  values  and  determine  from 
the  evidence  in  his  possession  where  the  land  value  units  must  be  changed. 
As  he  reaches  conclusions  concerning  appropriate  land  value  unite  he  com- 
mences to  prepare  his  land  value  maps. 

Land  Value  Maps  ^ 

The  land  value  maps  are  so  prepared  as  to  show  on  every  side  of  every 
block  the  value  per  front  foot  of  lots  of  standard  size  and  lying  normally 
with  reference  to  the  grade  of  the  street.  In  the  suburban  sections  of  the 
city,  where  the  separate  parcels  are  sometimes  of  several  acres  in  extent 
and  are  unplotted,  the  unit  placed  upon  maps  represents  the  value  per 
acre.  The  standard  size  of  lots  in  Manhattan,  The  Bronx  and  Richmond 
is  25  X  100,  and  in  Brooklyn  and  Queens  20  x  100.  'Hiroughout  the  city 
the  standard  depth  is  100  feet  and  the  units  always  have  reference  to  the 
depth  of  100  feet  If  a  lot  is  below  grade  and  worth  less  than  the  unit 
would  indicate,  the  unit  nevertheless  represents  the  value  that  the  lot  would 
have  if  it  were  on  grade.  The  same  statement  is  true  if  there  should  be 
so  much  rock  on  a  lot  that  its  actual  value  is  greatly  depreciated  below  the 
unit.  On  some  streets  the  lots  may  all  be  shorter  than  100  feet  or  deeper ; 
nevertheless,  the  unit  represents  the  value  that  the  lots  would  have  if 
exactly  100  feet  deep.  Some  blocks  are  so  short  that  the  value  of  every 
foot  of  land  is  influenced  by  proximity  to  a  comer ;  nevertheless,  the  unit 
represents  the  value  that  a  lot  would  have  at  that  location  utiinfluen<^  by 
proximity  to  a  corner.  When  the  units  are  thus  properly  determined  every 
unit  is  comparable  with  every  otlier  unit  because  peculiarities  of  dqptfa, 
topography  and  proximity  to  comers  sure  eliminated  and  all  units  are  re- 
duced to  the  same  standard. 

When  the  value  of  any  particular  lot  is  determined  proper  account  is 
taken  of  the  depth,  topography  and  proximity  to  a  corner;  also  weight 
is  given  to  variations  from  standard  size.  If  a  lot  is  but  50  feet  deep  its 
value  would  ordinarily  be  reduced  to  two-thirds  of  value  that  it  would 
have  if  100  feet  deep,  in  accordance  with  the  rule  m  common  use,  known 
as  the  Hoffman-NicJl  Rule.  This  rule  assigns  a  certain  proportion  of  value 
of  a  lot  100  feet  deep  to  every  depth  less  tlian  100  feet  deep.  Neither  this 
rule,  however,  nor  any  other,  is  regarded  as  controlling  upon  the  judgment 
of  the  Deputy.  In  one  section  of  the  city  a  lot  50  feet  deep  may  be  worth 
more  than  two-thirds  the  value  of  a  standard  lot,  and  in  other  sections  it 
may  be  worth  less.  The  rule  is  valuable  as  furnishing  a  guide  to  the 
commonly  accepted  proportions  of  value.  If  a  lot  is  more  than  100  feet  in 
depth  its  value  is  computed  and  the  judgment  of  the  Deputy  is  guided  by 
similar  rules ;  one  such  rule  assigns  the  following  proportions  of  value  to 
greater  deptiis : 

In  addition  to  value  of 
lot  of  standard  size. 
For  the  first      25  feet  beyond  100  feet.......^.   9  per  cent 

For  the  second  25  feet  beyond  100  feet  8  per  cent 

For  the  third     25  feet  beyond  100  feet   7  per  cent 

For  the  fourth  25  feet  beyond  100  feet  6  per  cent 

If  the  lot  under  consideration  has  rock  upon  it,  its  value  is  reduced  by 
some  proportion  of  the  cost  of  rock  removal.  In  some  cases  there  may 
be  sufficient  demand  for  rock  to  render  it  probable  that  the  owner  of  the 
lot  could  procure  the  removal  of  the  rock  for  less  than  the  cost  of  removal. 
In  some  cases  the  cost  of  rock  removal  would  be  greater  than  the  value 
of  a  standard  lot  at  grade;  in  such  a  case  it  does  not  follow  that  the  lot 
has  no  market  value,  but  its  value  is  much  less  than  the  value  of  a  lot  at 
grade. 

If  a  lot  is  so  much  below  grade  as  to  require  filling,  its  value  is  ordi- 
narily depreciated  by  the  cost  of  filling  it,  but  it  may  be  so  situated  that  its 
value  is  actually  greater  than  that  of  a  lot  at  grade,  because  payment 
may  be  obtained  for  ^e  privilege  of  using  the  lot  as  a  dumping  place* 
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The  question  of  the  extent  to  which  a  lot  may  be  depreciated  in  value 
by  being  above  or  below  grade  must  be  considered  with  reference  to  all 
surroimding  conditions.  The  unit,  however,  always  represents  the  value 
that  a  lot  would  have  if  it  lay  normally  with  reference  to  the  grade  of  the 

street.  ,  ,        •  ^  ^    i.  sj.- 

When  a  lot  is  situated  at  the  corner  ot  two  mtersectmg  streets,  its 

value  is  greater  than  when  it  is  at  some  distance  from  the  coraen  The 
appreciation  due  to  its  corner  position  varies  in  accordance  with  we  rela- 
tive value  of  the  intersecting  streets  and  the  character  of  the  neighborhood. 
In  a  suburban  section  where  the  appropriate  development  is  by  the  erection 
of  detached  houses,  ibe  appreciation  because  of  corner  position  may  not  be 
more  than  25  per  cent  for  a  lot  25  x  100;  on  the  other  hand,  when  the  lot 
is  at  the  corner  of  two  streets,  both  of  which  are  good  retail  shopping 
streets  the  increment  of  value  of  a  lot  25  x  100  may  be  more  than  200  per 
cent  over  the  value  of  an  adjacent  interior  lot.  The  appropriate  increment 
of  value  due  to  corner  position  must  be  considered  with  reference  to  me 
actual  earning  power  and  consequent  selling  value  of  a>mer  lots  m  the 
particular  section.  The  distance  from  a  comer  to  which  the  influence  upon 
value  of  proximity  to  the  comer  extends  depends  upon  the  character  of 
development  appropriate  for  the  neighborhood.  Where  a  lot  100  feet 
square  is  the  appropriate  size  for  a  building  the  corner  influence  extends 
to  tiie  whole  100  feet;  on  the  other  hand,  where  a  vacant  plot  100  feet 
square  at  a  corner  would  be  improved  with  four  or  more  buildings,  the 
comer  influence  extends  no  farther  than  the  width  of  the  first  lot 

When  the  appropriate  improvement  of  a  section  demands  lots  of 
standard  size,  a  lot  of  greater  width  than  standard  size  has  no  more  rela- 
tive value  than  a  lot  of  standard  size,  but  where  the  appropriate  buildmg 
for  that  section  requires  a  plot  of  greater  depth  the  larger  plot  has  a 
greater  relative  value  than  the  standard  lot.  In  such  cases  an  appropriate 
addition  must  be  made  to  the  value  above  that  indicated  by  the  unit  accord- 
ine  to  the  size  of  tiie  particular  lot  to  be  valued.  In  a  tenement  house 
section  in  Manhattan  a  lot  37^  feet  wide  is  worth  relatively  more  than 
a  lot  25  feet  wide,  because  a  tenement  house  under  the  law  cannot  proht- 
ably  be  built  on  a  lot  25  feet  wide,  whereas  an  economical  tenement  house 
can  be  erected  on  a  lot  37^  feet  wide..  In  a  territory  suitable  for  lofts  a 
lot  50  feet  wide  is  worth  more  than  twice  as  much  as  a  lot  25  feet  wid^ 
and  generally  a  lot  100  feet  wide  would  be  worth  more  than  twice  zs  much 
as  a  lot  50  feet  wide.  The  appropriate  increase  for  pl^tage  must  be  con- 
sidered with  reference  to  the  actual  conditions  prevaiung  m  the  section 
where  the  lot  is  situated.  An  addition  for  plottage  may  be  as  great  as 
20  per  cent,  or  even  more.  Conversely,  if  an  appropriate  improvement 
cannot  be  erected  on  a  lot  less  than  25  feet  in  width  a  reduction  must  be 
made  below  the  value  which  would  be  produced  by  the  unit,  varying  with 
the  degree  of  depreciation  due  to  the  usable  character  of  the  land  in 

^^^When  from  all  the  evidence  in  his  possession  a  Deputy  has  determined 
to  the  best  of  his  ability  the  unit  values  throughout  his  district,  it  is  his 
duty  to  prepare  his  lamd  vadue  maps  and  submit  them  to  the  Deputy  in 
charge  of  the  borough  on  or  before  August  1st  for  transmission  to  the 
Surveyor.  Draughtsnten  in  the  Surveyor's  Bureau  prepare  fair  copies  of 
the  maps  sent  in  by  the  Deputies,  when  they  are  sent  to  the  Supervisor 
of  the  City  Record.  The  Supervisor  of  the  City  Record  is  the  official  in 
charge  of  the  printing  department  of  the  city.  He  procures  the  publication 
of  the  land  value  maps  in  a  book  nine  inches  by  fourteen  inches  in  size 
and  containing  142  plates.  The  Supervisor  causes  to  be  printed  500  copies 
of  the  land  value  maps  for  the  use  of  the  Department  and  delivers  the 
plates  upon  the  order  of  the  Tax  Department  to  the  real  estate  publications 
Known  as  tiie  Record  and  Guide.  The  Tax  Department  has  an  arran^ 
ment  with  the  publishers  of  the  Record  and  Guide  by  which  they  print 
sufficient  copies  of  the  land  value  maps,  to  deliver  one  copy  to  each  of  their 
subscribers  free  of  charge,  and  to  supply  the  demand  for  maps  by  others 
at  the  rate  of  one  dollar  a  copy.  The  purpose  of  the  arrangement  with 
the  Record  and  Guide  is  the  widest  possible  distribution  of  the  maps  to 
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«in«t  interested  in  order  that  tiie  greatest  publicity  may  be  given  to 
md  others  during  the  grievance  period. 

T«x  Maps  *a»  Lot  Vitartiom  .     ,  . 

When  the  Deputies  have  determined  4eir  land  "!« JJ"''^.  ^^'^^^ 

^1  ,  twentv-five  sections  ni  Brooklyn,    inc  icrniuijr  m.9 

ffihe?  3w!d?dTn«'"™mbered  consecutiveWr^». 
b;ock  is  bounded  by  ^t^etJoy^Sh  ^orTSTe 
The  blocks  are  ordinarily  200  x  8UU  teet        ™*7       ,  j^ts  are 

plot  of  land  entirely  ^^^Jf  ^^^f  5*i,eT<^2S?  St  hand  c^^^^^  look- 
numbered  consecutively,  commencing  at  tne  lower  leii 

ing  north.  The  numbers  run  in  order        "°[*^  Jl' V  Sectfon  1 ;  such 

assessed  valuations. 

Bidldings  and  Other  ImproveiMiits 

Xffs  little  more  San  an  indication  of  the  approximate  character  of  the 

^  wLS^he'Depu"y  considers  the.  value  of  buildings  he  must  take  mto 
account  the  depreciaJion  of  old  buildings  by  age  and  <>'»«>»««^^a^f 
Sav  have  taken  place  since  his  last  assessment  In  valmng  new  buddings 
he  musrrefy  largely  upon  the  approximate  cost  of  reproduction  of  such 
hfiilTriis  ThrSowSe  of  the  cost  of  reproducUon  is  gamed  by  the 
studv  f  f  the  xSt  of  producing  certain  particular  buildings  and 

fSim  estiiStes^ost  obtained  from  builders,  ^-hitects  and  others^  The 

g^^^p^^eS^lfe  ^^rcf^nar^ly  ^hV^Sue  pir  trare?o:t^rfl:or^^^^^ 
^tead  ofX  value%er  cubic  foot  of  contents.  In  the  case  of  some  of  ^ 

**'Sju1?oTff^ctmies*e 'deputies  and  Con,missio„ers  to  com- 
-re  one  bulldl^^S  smother  immediately,  without  any  further  Min- 

can  DC  ^^^^'^''^  '"^^^Tjiio  con  if  it  became  desirable  to  compare  this  lott 
this  size  would  be  $ll^,bUU.    ii  oc  f^^t  Af^en  it  would 

Cma^JtoTof  vSl^SfS'm^rorder  that  comparisons  may 
readily  be  made. 
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Reports 

Commencing  June  1st  each  Deputy  is  required  to  report  weekly  until 
September  10th,  except  during  his  vacation  period,  the  changes  in  the 
assessed  value  of  every  lot,  together  with  the  aggregate  increase  and  the 
aggregate  decrease  for  the  week.  Examiners  check  these  increases  for 
new  buildings  with  the  list  of  new  buildings  obtained  from  the  Superin- 
tendents of  Buildings.  The  examiniers  also  check  all  changes  of  over  one 
tiiousand  dollars  for  the  attention  of  the  Deputy  in  charge.  The  aggre- 
gate of  the  increases  and  of  the  decreases  for  the  season  as  reported 
weekly  are  computed  after  the  last  report,  and  the  total  increase  must 
agree  with  the  aggregate  of  the  weekly  increases,  and  the  total  decrease 
must  agree  with  the  aggregate  of  the  weekly  decreases  as  reported. 

It  is  the  duty  of  the  Deputies  to  examine  all  properties  which  have 
theretofore  been  exempted  from  taxation  with  reference  to  changes  of 
ownership  or  condition  which  may  render  such  property  taxable.  They 
are  required  to  make  a  report  of  all  exempt  properties  by  classes,  of  which 
there  are  about  57, 

Before  the  1st  of  October  the  annual  record  of  the  assessed  valuation 
of  real  estate  must  be  completed,  and  on  the  1st  of  October  it  is  opened 
to  public  inspectiba.  *  *  ♦ 

Publication  of  Assessments  and  of  Exempt  Property 

It  is  the  duty  of  Deputy  Tax  Commissioners  and  their  clerks  to  pre- 
pare the  copy  for  the  annual  publication  of  the  assessments  of  real  estate. 
This  publication  is  made  in  May  by  the  Board  of  City  Record.  It  is 
published  as  supplements  to  the  City  Record,  one  supplement  for  each 
section  or  ward.  In  the  entire  city  there  are  about  forty-eight  (48) 
such  supplements.  The  publication  is  a  copy  of  the  annual  r^xnrd  of  the 
assessed  valuation  pi  real  estate,  omitting  only  the  size  of  tiie  house  and 
Ac  number  of  houses  on  the  lot. 

It  is  the  duty  of  the  Deputy  and  his  clerk  to  read  and  correct  the 
proof  of  this  publication. 

The  Deputies  and  their  clerks  have  the  further  duty  in  July  and  August 
of  preparing  the  copy  for  publication  and  valuation  of  all  property  ex- 
empted from  taxation.  They  must  prepare  the  copy  and  read  and  revise 
the  proof  for  this  publication. 

Public  Inspection  of  the  Annual  Record 

During  the  month  of  October  and  the  first  half  of  November  the 
annual  record  is  open  for  public  inspection,  and  during  that  time  persons 
may  make  application  in  writing  for  the  reduction  of  the  assessed  valua- 
tion of  any  parcel  in  which  they  are  interested.  During  this  time  the  Dep- 
uties attend  at  the  counter  on  which  the  books  are  displayed  and  answer 
questions  by  taxpayers  concerning  assessed  values.  They  are  expected  to 
explain  the  mode  by  which  the  assessed  value  of  any  property  was  reached, 
exhibiting  the  unit  of  land  value  and  the  method  of  computing  the  value 
of  a  particular  lot,  the  factor  of  value  used  for  the  building,  and  any  other 
information  in  their  possession  which  the  taxpayer  may  request  In  many 
cases  where  assessments  have  been  increased  the  explanation  furnished  to 
tiie  taxpayer  by  the  Deputy  satisfies  the  taxpayer  that  his  assessment  is 
not  in  excess  of  the  market  value  of  the  property  and  is  in  harmony  with 
the  assessment  of  other  property  in  the  neighborhood.  If  the  taxpayer  is 
not  satisfied  and  desires  to  appeal  to  the  Commissioners  he  is  given  a  blank 
which  contains  appropriate  questions  to  be  answered^  concerning  the  char- 
acter and  value  of  the  property.  When  such  applications  are  filed  they  are 
recorded  by  the  Deputy  in  charge  of  the  borough  and  delivered  to  the 
Deputy  who  made  the  assessment  witii  instructions  to  re-visit  the  prop- 
erty and  report  in  writing  on  tiie  back  of  the  application  the  facts  concern- 
ing the  property  and  appropriate  answers  to  die  criticisms  or  objections 
made  by  the  taxpayer.  Upon  such  a  re-inspection  it  not  infrequently  hap- 
pens that  the  Deputy  revises  his  judgment  and  recommends  a  reduction. 
If  he  does  not  recommend  a  reduction  h^  is  expected  to  correct  the  state- 
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thents  of  fact  made  by  the  taxpayer  or  explain  why  his  conclusions  sxe 
erroneous.  About  December  1st  tiie  Commissioners  oMomence  to  hear  the 
applications  of  persons  ^o  asked  for  an  oral  hearing  by  the  Commis- 
sumers.  Oral  hearings  are  only  afforded  when  requested.  In  the  great 
majority  of  cases  applicants  for  a  reduction  do  not  to  be  h^d  m 
person. 

At  the  hearings  by  the  Commissioners  the  Deputy  whose  district  is 
under  consideration  attends  with  his  field  book  and  map  prepared  to 
answer  questions  concerning  the  assessments  under  consideration.  These 
hearings  continue  during  the  months  of  December  and  January.  On  Feb- 
ruary 1st  the  annual  record  of  the  assessed  valuation  of  real  estate  doses, 
and  during  February  the  Deputies  and  their  derks  prepare  the  assessmmt 
rolls.  The  assessment  rolls  are  a  copy  of  Ac  annual  record  with  certam 
details  omitted.  All  titat  is  really  necessary  in  the  assessment  roll  is  the 
description  erf  tiie  property  by  lot  numbers,  with  the  assessed  value.  The 
assesMnent  rolls  must  be  finished  in  February.  When  they  are  finished 
they  are  signed  by  all  the  Commissioners.  As  soon  as  practicable  in 
February  the  total  assessed  values  are  transmitted  to  the  Comptroller  in 
order  that  the  tax  ordinance  may  be  prepared  for  submission  to  the  Board 
of  Aldermen.  The  Board  of  Aldermen  meet  on  the  1st  of  March  and  pass 
the  ordinance  fixing  the  tax  rate.  Immediately  the  Deputies  and  tiieir 
clerks  compute  the  taxes  whidi  must  be  paid  in  respect  of  each  separately 
assessed  pucd  of  r^  estate.  For  tiiis  purpose  rate,  cards  are  used,  whidi 
show  the  amornit  of  the  tax  on  each  amount  from  one  dollar  to  one  hun- 
dred and  <in  multiples;  in  such  fashion  the  copijpxtation  of  taxes  is  ren- 
dered as  easy  as  possible. 

During  the  year  the  Deputies  and  their  clerks  prepare  new  field  books, 
and  as  early  as  practicable  commence  the  preparation  of  the  next  annual 
record  and  new  assessment  rolls. 

The  Preparation  of  Tax  Maps 

At  the  time  the  City  of  New  York  as  now  constituted  was  created  in 
1898  by  the  consolidation  of  the  dties  of  New  York,  Brooklyn,  Long  Island 
City  and  other  municipalities,  the  D^artment  of  Taxes  and  Assessments 
ws^  created,  and  it  was  made  the  custodian  of  all  books,  maps,  assessment 
rolls,  files  and  records  relating  to  assessments  which  were  in  use  in  any  of 
the  municipal  corporations  consolidated.  Prior  to  consolidation  in  a  large 
part  of  the  territory  there  were  no  tax  maps  at  all.  Assessments  were 
made,  as  in  most  country  towns  throughout  the  State  of  New  York  today, 
by  arranging  in  alphabetical  order  the  names  of  the  owners  of  real  estate, 
and  opposite  the  name  of  each  owner  a  description  of  the  various  parcels 
of  land  owned  by  him.  By  the  charter,  which  implied  to  the  consolidated 
city,  it  was  provided  that  assessments  thereafter  should  be  in  rem,  that  is 
to  say,  against  the  land  itself  and  not  against  the  owner  by  name.  It  be- 
came necessary,  therefore,  to  provide  tax  maps  wherever  they  did  not 
exist,  and  the  charter  gave  broad  general  powers  for  the  making  of  such 
tax  maps  and  for  assessment  against  the  property  itself.  The  Deputy  Tax 
Commissioners  were  required  by  the  charter  to  assess  each  parcel  of  real 
estate,  giving  "street,  lot,  ward,  town  and  map  number  of  such  real  estate 
embraced  within  their  districts,  together  with  the  name  of  the  owner  or 
occupant  if  known."  The  Department  of  Taxes  and  Assessments  was  re- 
quir^  to  appoint  a  Surveyor,  whose  duty  it  should  be  to  make  necessary 
surveys  and  corrections  of  the  ward  maps  and  also  to  make  all  new  maps 
which  might  be  required  for  the  more  accurate  assessment  of  real  estate 
within  the  territory  of  the  city. 

In  the  old  City  of  New  York  there  had  been  instituted  by  Chapter  loo 
of  the  Laws  of  1890  a  system  of  recording  and  indexing  instruments 
affecting  land.  In  substance  this  system  was  established  for  the  assessment 
of  real  estate  by  Chapter  542  of  the  Laws  of  1892.  This  latter  chapter 
provided  for  tax  maps  upon  which  are  exhibited  in  sections  and  section 
numbers,  block  and  block  numbers,  the  separate;  lots  or  parcels  of  land 
taxed  within  eadi.  of  tiie  blocks.  It  is  provided  that  the  block  once  estab- 
lished shall  not  be  changed  unless  it  may  be  absolutdly  necessary  fay  reasim 
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of  changes  in  the  boundary  Hnes.  By  the  act  of  consolidation  Chapter  542 
of  the  Laws  of  1892  was  extended  to  apply  to  the  whole  city,  but  it  was 
not  made  incumbent  upon  the  Tax  Department  to  establish  the  permanent 
tax  maps  required  by  this  act  immediately.  The  actual  procedure  adopted 
was  to  make  what  are  called  tentative  maps  for  tiie  suburban  territory 
wherever  no  maps  existed  and  to  use  the  maps  formerly  in  use  wherever 
they  were  reasonably  adequate  for  the  purpose. 

Since  consolidation  the  permanent  tax  maps  have  gradually  been  made 
until  today  all  of  the  Borough  of  Brooklyn  is  permanently  mapped  and  all 
of  The  Bronx  west  of  the  Bronx  River.  As  yet  Queens  and  Richmond 
have  tentative  maps.  Permanent  maps  will  not  be  made  in  any  section 
imtil  the  location  of  streets  have  been  definitely  determined,  so  that  blocks 
may  be  laid  out  with  a  reasonable  prospect  that  they  may  continue  un- 
changed indefinitely.  The  permanent  maps  are  made  on  a  scale  of  fifty 
feet  to  the  indi,  but  the  tentative  maps  tovering  territory  held  in  large 
parcds,  much  of  it  farm  land,  are  made  on  a  smaller  scale,  and  the  scale 
varies  somewhat,  being  from  eighty  to  two  hundred  feet  to  the  inch. 

The  division  on  the  permanent  map  into  sections,  as  well  as  into 
blocks  and  lots,  is  advantageous,  among  other  reasons,  for  the  publication 
of  statistics.  The  block  is  so  small  in  area  and  the  number  of  blocks  is  so 
large  that  comparison  of  assessment  of  areas  requires  a  division  into 
larger  areas  than  are  contained  in  blocks.  The  ordinary  block  contains 
about  160,000  square  feet,  being  usually  about  200  x  800  feet  -The  block 
must  always  be  bounded  by  permanent  streets  or  waterfront. 

The  lots  within  a  block  are  ntunbered  consecutively,  commencing  at 
the  lower  left-hand  comer  looking  north;  starting  at  that  point  the  lots 
are  numbered  consecutively  from  west  to  east,  then  north,  then  west,  then 
south  to  the  place  of  beginning.  If  there  is  but  one  lot  within  the  block 
it  bears  the  number  one.  If  thereafter  a  small  parcel  is  carved  out  of  the 
block  it  is  not  necessarily  numbered  two,  but  receives  the  number  which  it 
would  be  likely  to  receive  if  the  whole  block  were  cut  into  standard  lots. 

If  a  block  is  divided  into  lots  of  about  standard  size  and  the  lots  are 
numbered  consecutively  and  thereafter  one  of  the  lots  is  divided,  the  part 
of  the  lot  on  the  side  of  the  lower  number  retains  the  old  number  and  the 
new  lot  is  designated  by  the  same  number  with  a  fraction,  or  the  old  num- 
ber with  the  addition  of  a  letter.  When  two  lots  are  consolidated  the 
higher  number  is  dropped.  As  changes  occur  in  lot  divisions  the  tax  maps 
are  altered  by  the  use  of  different  colored  ink  and  the  addition  of  the  year 
for  which  the  alteration  is  made.  If  two  lots  are  consolidated  the  dividing 
line  is  crossed  out  by  small  crosses,  a  dotted  line  is  drawn  in  the  street  in 
front  of  the  lots  in  a  semi-circle  to  indicate  the  consolidation,  and  at  the 
center  of  that  dotted  line  is  inserted  the  year  date.  If  a  new  lot  is  carved 
out  of  an  old  one  the  new  division  line  is  made  with  a  different  colored 
ink  and  opposite  the  line  the  year  date  is  inserted.  The  tentative  tax 
maps  usually  have  very  much  larger  divisions  than  the  permanent  tax  maps 
to  avoid  the  use  of  arbitrary  lines  and  the  splitting  of  parcels  held  in  one 
ownership.  A  territory  of  considerable  area  may  be  designated  as  a  plot, 
and  when  that  territory  is  divided  the  lots  are  carved  out  of  it  and  desig- 
nated by  numbers  in  the  same  manner  as  lots  are  designated  within  blocks 
of  the  size  shown  on  the  permanent  tax  maps.  When  a  territory  becomes 
settied  and  the  permanrat  street  lay-out  is  determined,  the  permanent  tax 
maps  are  extended  over  the  territory  formerly  covered  by  the  tentative 
tax  maps,  the  large  plot  is  cut  into  blocks,  and  those  blocks  again  into  lots. 
When  such  a  change  is  made  cross  indices  are  prepared,  so  that  the  lots 
shown  on  the  tentative  maps  nuQr  be  readily  identified  with  the  lots  shown 
on  the  permanent  tax  maps. 

For  the  use  of  the  Tax  Department  there  are  two  sets  of  maps,  one 
set  which  is  preserved  in  the  offices  of  the  several  boroughs,  and  another 
set  for  the  use  of  the  Deputy  Tax  Commissions  to  carry  with  them  in  the 
field.  The  field  maps  are  bound  in  volumes  of  just  half  the  size  of  the 
office  maps.  In  the  front  of  tfie  map  volumes  is  placed  a  key  map  made  to 
a  scale  of  from  three  hundred  to  seven  hundred  feet  to  the  inch,  showing 
an  of  the  territory  comprised  witibin  that  volume.   The  lei^^  of  all 
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boundary  lines  is  shown  on  the  maps  in  feet  and  inches,  and  on  valuable 
lots  of  irregular  shape  the  area  is  shown  in  square  feet  On  larger  parcels 
the  area  is  shown  in  lots  or  acres.  •  .  . 

As  the  tax  maps  are  the  basis  of  assessment  of  real  estate,  it  is  above 
all  tilings  necessary  that  they  shall  be  accurate.  The  charter  provides  m 
reference  to  the  assessment  roll  that  "real  estate  shall  be  described  therein 
by  the  numbers  by  which  such  property  is  designated  on  the  tax  maps  and 
in  the  annual  record  of  assessed  valuations,  and  such  numbers  shall  import 
into  the  assessment  roll  of  refU  estate  any  necessary  identifying  description 
ihown  by  the  tax  ma^s." 


APPENDIX  E 

COMMUNICATION  FROM  THE  DEPARTMENT 
OF  SURVEYS  OF  THE  CITY  OF 

PITTSBURGH 

By  an  Act  of  the  Legislature  approved  February  24th,  1871,  the  Oty  of 
Ptttstmrgh  was  authorized  to  establish  a  division  for  the  r^^stration  of 
deeds,  under  the  supervision  of  the  City  Engineer.  The  act  provided  that 
plans  of  the  city  be  prepared,  divided  into  suitable  sections,  so  that  the 
situation  and  dimensions  of  each  property  be  shown,  with  the  index  num- 
bers and  names  of  the  owners  thereof. 

The  office  is  primarily  for  the  convenience  and  assistance  of  the  vari- 
ous departments  of  the  city  government  having  occasion  to  faiow  the 
ownership  and  areas  of  the  various  tracts  or  parcels  of  land,  tiie  summation 
of  which  constitutes  the  41.51  square  miles  embraced  wi&m  me  city 
limits.  Among  the  more  important  functions  of  this  office  are  ttic  f<rt^ 
lowing: 

First.  Furnishing  the  Departments  of  Property  Assessors  and 
the  Board  of  Water  Assessors  with  copies  of  all  deeds  transferring 
title. 

Second.  Checking  and  certifying  to  the  last  registered  owner  and 
frontages  of  all  property  owners  petitioning  to  Coonctl  for  vanous 
street  improvements. 

Third.  Certifying  to  the  correctness  of  list  of  property  holders 
submitted  by  the  CiQr  Solicitor  prior  to  filing  liens  for  mnmc^  im- 
provements. 

Fourth.  Checkmg  all  plans,  as  to  ownership  of  property,  for  use 
of  the  Board  of  Viewers  for  assessmoit  of  damages  and  bcn^te  for 
aQ  openings  and  widesings  of  streeta^  comrtraction  of  sewers  and  gw* 
eral  street  improvements. 

To  these  services  rendered  the  various  departments  of  Ac  municipal 
government  is  added  the  very  important  service  of- furnishing  informatson 
to  the  general  public  as  to  the  ownership  and  date  of  r^fistration  of  any 
particular  tract,  for  which  reliable  informatimi  may  be  required  for  the 
purpose  of  the  examination  of  title,  purchase,  etc  It  is  therefore  important 
tiiat  this  office  should  be  able  to  furnish  the  various  lists  of  property 
owners  in  as  brief  a  period  of  time  as  possible  and  with  the  utmost  degree 
of  accuracy. 

The  Bureau  of  Deed  Registry  has  in  operation  at  the  present  time 
three  distinct  systems  of  indexing  and  registering.  Two  of  these  systems 
were  in  use  prior  to  the  annexation  of  the  Ci^  of  Allegheny ;  the  third, 
entirely  different  and  distinct,  was  in  use  in  the  City  of  AU^gAeny.  and 
since  annexation  has  been  continued  for  that  section.  Each  of  these  sys- 
tems would  serve  the  purpose  with  a  fair  degree  of  satisfaction  m  a  smaller 
town  or  borough,  but  for  use  in  a  aty  of  the  SMC  of  Pittsbungh  thqr  arc 
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all  absolutely  obsolete  and,  with  the  multiplicity  of  details  connected  with 
the  various  methods,  it  results  in  this  important  work  being  carried  on  m 
a  hit-or-miss  fashion  without  a  definite  system  or  comprehensive  plan,  and 
results  in  general  dissatisfaction  to  the  public  and  discredit  to  the  municipal 

government.  ,     ,  .        ,  ,  

In  order  to  ascertain  the  name  of  the  last  registered . owner  of  any 
piece  of  property,  it  is  now  necessary  to  refer  back  in  W>e  indices. to^hc 
owners  at  the  date  of  the  passage  of  this  Act  (February  2A&,  1871)  estab- 
lishing this  department,  and  trace  the  subsequent  owners  to  date.  In  many 
instances,  depending  upon 

of  property  during  this  term  of  years,  this  method  necessitates  references 
to  scores  of  owners  before  finally  arriving  at  the  last  registration,  ihe 
time  wasted,  as  well  as  tiie  probability  of  error,  becomes  apparent  without 
farther  explanation.  .  . 

During  the  past  four  years  we  have  endeavored  to  impress  upon  ttte 
minds  of  the  legislative  and  executive  officers  of  tlie  city  the  importance 
and  necessity  of  providing  sufficient  funds  to  equip  bureau  of  Deed 
Registry  with  an  up-to-date  system  for  tiie  handling^  of  flie  important  worlt 

delegated  to  it  in  an 

The  most  advanced  method  thus  far  designed  for  the  registration  of 
deeds  in  cities  and  the  subsequent  work  of  the  offices  charged  with  the 
assessments  of  property,  etc.,  has  been  developed  in  the  City  of  JSew 
York,  and  is  generally  known  as  the  "Section,  Block  and  Lot  system. 
This  system  is  well  adapted  to  the  purposes  of  indexing  and  listing  prop- 
erties   The  adoption  of  this  plan  by  the  City  of  Pittsburgh,  witih  such 

modifications  as  may  seem,  essential  to  meet  ^^^^^^^^^I^  r^t 
the  Registry  Department  in  position  to  give  desired  information  rtadiiy 

and  with  a  dependable  degree  of  accuracy.  .     u  -  a  a  

The  "Section,  Block  and  Lot"  system  can  be  bncBy  described  as 

follows: 

In  preparing  the  maps,  the  city  is  first  divided  into  blocks,  which 
are  parcels  of  land,  generally  surrounded >y  streets  or  street  and  water 
■     fronts,  and  may  contain  one  or  more  city  sqiMres,,  but  .generally  the 
.    word  block,  as  used  in  connection  witii  this  system  in,  cities  where  the 
plan  has  been  put  into  effect,  refers  to  an  ar«  contaimng  fbout  240  000 
^e  feet,  which  is  equivalent  to  a  rectai«iilar  plot  of  ground 

600  X  400  feet  in  area.  ,       .  ,     ,        i  r 

The  exact  boundaries  of  every  separately  registered  parcel  of  real 
estate  in  the  city  are  shown  on  these  maps.   Blocks  are  numbered  con- 
secutively from  one  upward.    The  separate  lots  or  parcels  of  ground 
within  each  block  are  also  numbered  consecutively  from  ontuywaxd 
for  as  many  lots  as  are  comprised  withm  each  block.  Thecity  »s  Uim 
divided  into  sections,  each  section  contammg  not  naore  ™an  three  or 
four  square  mUes  in  area.  The  sections  are  kkewise  numbered  con- 
secutively from  one  upward.  •    t  ^  „„a 
The  length  of  all  building  lines  is  shown  on  the  map  in  feet  and 
decimals,  and  on  valuable  lots  of  irregular  shape  the  area  is  shown  in 
square  feet ;  on  larger  parcels  the  area  is  shown  in  acres. 
The  stating  of  the  number  of  the  section,  block  and  lot  constitutes  an 
absolute  description  of  each  parcel  of  real  estate  in  ^l^^Sit  «V*hort 
used  between  the  various  departments  of  tiie  city  government  as  a  «hor^ 

I'^o^der't o  equi^Se  Bureau  of  Deed  Registry  for  this  system  it  would 
be  necessary  to  make  new  maps  of  the  entire  city.  The  present  maps  were 
bLS  o?  ^d  Hnes  and  sub-divisions  thereof.  These  maps  are  old  and  in 
aSS  stete^f  repair;  in  fact,  tiie  majority  are  so  worn  that  it. is  impossible 
to  read  the  index  numbers,  and  if  the  Bureau  of  Deed  Registry  is  to  be 
Sntinued  new  maps  of  some  kind  are  essential,  so  that  this  is  an  opportune 

*^'0ne'SrtPe  objeSf  in'the  work  of  tiie  primary  triangulation  of  the  dty. 
now  being  done  by  tiie  Division  of  Surveys,  was  to  secure  the  necessary 
fnformation  from  which  to  prepare  accurate  maps  of  the  city,  showing  all 
street  Unes?wiS  lSi«,  cte.  V«W  thei»e  maps  we  could  make  an  inteUigent 
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sub-division  of  tiie  city  into  sections  and  start  the  Pr.^a«Jion  of  Pjafl«to 
be  used  as  a  basis  for  the  Deed  Registry  maps.  ^f^^^J^^^^ 
of  such  maps  by  mechanical  processes  at  a  very  small, cos^  whidi  would 
ser^e  useful  purposes  in  all  the  departments  of  the  aty  having  use  for 

"''"SJI  KTatiSfwork  has  been  delayed  by  insufficient  appropriat^n 
for  currentneeds,  as  weU  as  for  additional  corps  for  this  survey.  We 
expect,  by  the  close  of  the  present  season,  however,  to  have  work  advanced 
S  tiia  ??e?aration  of  plans  can  be  commenced  and,  w'th  slight  additio^ 
appropriation  for  field  and  office  forces,  maps  for  tiie  Bureau  of  Deed 
Reeistrv  etc.,  can  be  prepared  quite  rapidly.  - 
^The  e  new  plans  would  be  of  tiie  highest  degree  of  aomraigr.  and  any 
discrepancy  in  deeds  presented  for  registration  could  be  corrected  and 
absolute  areas  cMtified  to  tiie  Department  of  Assessors.  This  system 
tomX^^^^^y  plotTwitiiin  tiie  city's  Umits  which  have  no 
hWi  registered  and  assessed  and.  in  tiie  light  of  tiie  experience  of  the  other 
^  where  this  system  has  been  put  into  effect,  this  o^e  item  would  add 
very  materially  to  the  assessed  valuation  of  aty  property,  and  hence  to 
Ae  revenue  derived  from  taxation.  .    „     ir  «  n 

In  a  Report  prepared  for  the  City  Councils  by  tiie  New  York  Bur«m 
of  Municipal  Research  (1913)  the  following  comments  and  reconamenda- 
tions  were  made  for  the  r^stration  of  deeds: 

"This  system  is  archaic  and  should  be  replaced  by  a  properly  de- 
signed  card  index,  to  which  immediate  reference  to  any  piece  of  prop- 
erty could  be  made  and  tiie  name  of  tiie  last  registered  owner  ascer- 

•The  present  maps  in  the  deed  registry  oflfce  are  on  the  ward  basis, 
references  being  made  by  street  and  boundaries  and  not  by  ^^l^- 

«We  suggest  tiiat  these  maps  be  replaced  witii  maps  planned 
according  to  section,  block  and  lot.  This  system  ismost  efficient  for 
S^pu^se  of  indering  and  cataloguing  aU  pr<«perftr  k>cated  witiun 

^We  believe  tiiat  the  expense  involved  in  establishing  the  section, 
block  and  lot  system  will  be  repaid  many  times  over  through  the  dis- 
covery of  many  parcels  . of  Property  .which  heretofore  haj^M«^ 
assessment.  This  is  particularly  true  m  tiie  light  of  the  expenence  of 
New  York  and  St.  Louis." 
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